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DEFLATION AFTER SUEZ? 
‘FIRST AID FOR STERLING 
HOPE FOR THE CONVALESCENT 


BY SIR OSCAR HOBSON 


CAN INDIA AFFORD ITS 5-YEAR PLAN? 
AUSTRALIA’S NEW LOOK 


BANKS AND BUSINESSMEN IN THE COURTS 
WINDOW-DRESSING IN MINOR KEY 





JANUARY 1957 - 








HASTINGS and THANET 


3 3 1 IMPORTANT NEW 
4 “TERM SHARES” for Savers! 


ese ae ea sting aves « EW “THR! “ TERM SHARE” PLAN 

i oo £250 to £2,000 withdrawable at six months’ notice, 
#% net, ivalent to {£6.10.3d.% to anyone liable to 
Mot teas Rate. 


REGULAR SAVERS canearnanet —> 4.% 
net for Fully-Paid Shares—£1 to £5,000 
34% INCOME TAX PAID BY THE SOCIETY 
Without obligation call or write for our booklet," Profitable Investment” 


Hastings and Thanet 


BUILDING SOCIETY 


Established over 100 years Assets £20,000,000. Reserve Strength -£1 000,000 
Head Offices: HASTINGS and RAMSGATE - LONDON: 99 BAKER STREET, W.!. 
BRANCHES AND AGENCIES THROUGHOUT THE COUNTRY 














BRADBURY, WILKINSON & CO,, LTD. 


see 





DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 


CERTIFICATES, CHEQUES, 
and 


ALL DOCUMENTS OF SECURITY 


ooo 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 


TELEPHONE: WIMbiedon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 

















BEHIND THE SYMBOL 


There are many firms, equipped with 

the most modern plant and ideas and proud of a 

leading position in their industry, who still 

use antiquated letter-heads and invoices which daily deny 
the very up-to-dateness they ought to extol. 


Fine stationery, free from superfluities, 
crisp and well balanced, can do much to enhance 


the prestige of your Company. 


And where long life, resistance to handling and a good 
appearance are essential, there can 

be only one answer —a rag-content tub-sized 

air-dried paper whose specification is 

guaranteed by the symbol of the British Stationery Council. 


Before re-ordering, ask your Printer to 
show you a selection of these fine papers — for 


’ 


‘ton good paper one thinks better’’. 


** That which is good or great makes itself known 
no mattcr how Joud the clamour of denial ; 


That which deserves to live, lives.’’ 


Issued by the 
BRITISH STATIONERY COUNCIL ‘-BALFOUR HOUSE - 119 FINSBURY PAVEMENT -LONDON - 








They Learned About Canada . . . THE HARD WAY 


Giant birch bark canoes, and the men who handled them, were synonymous with early 
Canada. For these were /es voyageurs. Rough, tough giants of men, the voyageurs made 
their living transporting tons of furs and merchandise across endless lakes, back-breaking 
portages, and over boiling rapids and cascades, from one side of Canada to the other. 
These men of steel blazed the trails that have since become Canada’s mighty avenues of 
industry. 

If you plan to follow these trails to do business in or with Canada, you will find it 
advantageous to write to Mr. Alec Craigie, London Representative, Imperial Bank of 
Canada, 116 Cannon St., London, E.C.4, or to the Superintendent of Foreign Business, 
Imperial Bank of Canada, Head Office, Toronto*!, Ontario, Canada. 


IMPERIAL 


BANK OF CANADA 


BRANCHES TO SERVE YOU COAST TO COAST IN CANADA, 
AND CORRESPONDENTS THROUGHOUT THE WORLD 
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3 HEAD OFFICE: ROME ps KLEINWORT, : 
' oe ’ 3 
- Paid up Capital and Reserve Ra SONS & CO. LTD. Ny 
4 Lit.3,750,000,000 c tentiein i. 
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ACCEPTANCE CREDITS 
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FOREIGN EXCHANGE 








| REPRESENTATIVE OFFICE IN LONDON 
8 GREAT WINCHESTER STREET, E.C.2 
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In PERU we are at your service 


BANCO WIESE LTDO. 
; CARABAYA 543 
LIMA, PERU 


COMPLETE BANKING SERVICE 

FOREIGN EXCHANGE 

COLLECTION OF DOCUMENTARY BILLS 

COMMERCIAL LETTERS OF CREDIT : 

COMMERCIAL INFORMATION CAPITAL AND RESERVES S/.70,381,000.55 





THE MUSLIM COMMERCIAL BANK 
LIMITED 


AUTHORISED CAPITAL - - -_ = Rs. 3,00,00,000/-/- 
PAID-UP CAPITAL - - - -~ = Rs. 75,03,000/-/- 
RESERVE FUND - - - - - - Rs. 12,50,000/-/- 

: Chairman of the Board of Directors—Mr. A. W. Adamjee 
Head Office —Merewether Tower, McLeod Road, Karachi 
Branches throughout Pakistan 
CORRESPONDENTS ALL OVER THE WORLD 
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Business 
or pleasure 
=> in Norway 


I REDITRAS SEN 
Chuistianie Seank og Stredilhadse 


OSLO, NORWAY — me KREDITKASSEN 
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The NATIONAL BANK 
of NEW ZEALAND Limited 


provides complete banking and commercial facilities throughout 
New Zealand through the medium of 146 Branches and Agencies 
established at the main industrial, commercial and pastoral centres 
of the Dominion. 

Based on over 80 years’ experience, the Bank maintains a full 
information service and will be pleased to answer enquiries from 
traders or Overseas and Foreign Banks. 





Head Office : 
8 Moorgate, London, E.C.2 Manager: G. L. Davies 


West End Office: 14 Charles II Street, S.W.1 


Chief Office in New Zealand : 
Wellington General Manager: H. W. Whyte 
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The new Monroe LN’s and LA7’s — 
simpler, faster, smoother than ever — 


further increased their lead among 


Miss Menren's encited. all-purpose adding-calculators. 
She’s highly delighted, 
At news that’s already the talk of the So many businesses find that they do 
town... 
ee Oe 
UN's! CANS! all that is needed. So many people like their 


They’re new and... good heavens! 
intelligent design, stream-lined styling, 


Their quality’s UP and their prices 
are DOWN! oe : 
and ‘ gunsmith’ quality. In reducing 
the prices of these machines we banked on 


a big demand. Miss Monroe says 


“Told you so...” and she’s dead right! 
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en 
Monroe LA7-160 
It’s new ...it’s got all the latest 
improvements ...it’s precision built ~ 
to give smooth and dependable ~: 


performance ... Test it for yourself ! 


and it only costs £145. 





Please write for full specifications 


Monroe Calculating Machine Company Ltd., Bush House, Aldwych, London, W.C.2. COVent Garden 0211 


¥ 








Martins Bank 


Bankers since 1831, Martins now 
operates over 600 branches throughout 
England, Wales, the Isle of Man, and the 
Channel Isles, and has agents and 
correspondents throughout the world. 


Total Assets (at 30th June 1956): £328,947 ,807 


DISTRICT OFFICES 
London: 68 Lombard Street EC3 

Liverpool: 4 Water Street 2 

Midland: 98 Colmore Row Birmingham 3 

Leeds: 28-30 Park Row | 

Manchester: 43 Spring Gardens 2 

North Eastern: 22 Grey Street Newcastle upon Tyne 1 


MARTINS BANK LIMITED HEAD OFFICE 4 WATER STREET LIVERPOOL 2 P/t 
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MADRAS 
Branches in India: Through our Branches in India Other Branches: 
MADRAS and S.E. Asia, and a world- HONG KONG 
nani wide network of Correspon- BANGROK 
THROUGHOUT P RANGOON 
SOUTH INDIA dents, we can offer to those COLOMBO 
o tr verseas 
BOMBAY wh ade Overse SINGAPORE 
MANDV!I A COMPLETE BANKING PENANG 
CALCUTTA SERVICE 1POn 
HYDERABAD (DN) BUALA LUNrUR 
NEW DELHI M.Ct.Muthiah, C. P. Doraikannu, MALACCA 
Chairman General Manager 
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Giblis health 
SF, 
Cneowrage 
C 


Lous ove Gy yer e 


in FACTORIES - HOSPITALS - CLINICS 
SCHOOLS - HOTELS AND OFFICES 
Investment by British industrialists and 
others in modern equipment to safeguard 
the health and welfare of the vast and 
growing numbers of workers, has proved 
beyond doubt the wisdom of a policy both 
far seeing and democratic in concept. 


The installation of Sugg’s incinerators 
wherever women employees form part of 
an organisation is plain common sense. 


Our sales and technical staff will be glad 
to advise and co-operate. 


She Hugg 


CS? 2002 Crate CHE 
Gas Fired 


WILLIAM SUGG & CO. LIMITED 


67-73 REGENCY STREET, LONDON, 5S.W.I 


Telephone ViCtoria 3211 


> 











BANK OF CEYLON 


The Bank of Ceylon, established as a State-aided bank by the Govern- 
ment of Ceylon, has played an important part in the development and 
progress of the Dominion. With wide local experience, a network of 
branches in the Island, a fully-equipped Foreign Department, a London 
Office and correspondents throughout the world, the Bank can confi- 
dently place its services at the disposal of bankers and merchants who wish to do business 
with Ceylon. 





Reged. Head Office: Central Office: London Office: 
BRISTOL ST... COLOMBO BANK se rg a 4 LUDGATE HILL, 
ock) LONDON, E.C.4 
: oe © TREET, ‘COLOMBO Savings Department: 
Pessign Dapartunant: City Office: 35 GAFFOOR BUILDING, 
YORK STREET, COLOMBO 41 BRISTOL ST., COLOMBO COLOMBO 


Branches: PETTAH (COLOMBO), KANDY, GALLE, JAFFNA, TRINCOMALEE, PANADURA, 
KURUNEGALA, BADULLA, BATTICALOA, KAL UTARA, NEGOMBO, CHILAW, 
AMPARAI, ANURADHAPURA, WELLAWATTE, MATARA 

Pay Offices: TALAIMANNAR PIER, KANKESANTURAI AIRPORT, COLOMBO PASSENGER 

TERMINAL, RATMALANA AIRPORT 








PERU’s Oldest National Commercial Bank 


ESTABLISHED: 1889 


BANCO DE CREDITO DEL PERU 


Head Office: LIMA 


with a well organized FOREIGN DEPARTMENT and 
89 Offices provides a complete banking service and 
will gladly take care of your problems. 


Your enquiries are cordially invited 


Capital: S/80,000,000.00 





DISCOUNT BANK 
(OVERSEAS) LIMITED 


5 QUAI DE L’ILE, GENEVA 


INTERNATIONAL BANKING 
OF EVERY DESCRIPTION 
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REPRESENTATIVE OFFICES IN 
NEW YORK, PARIS, MILAN and MADRID 
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LIBERIA 


mEXICo 


70 overseas BRANCHES, OFFICES : ee 


| PHILIPPINES 

4 PUERTO rico 
AND AFFILIATES IN 24 COUNTRIES My ner. oF PANAMA 

SAUDI ARABIA 


SINGAPORE 


3,500 Bankinc CORRESPONDENTS 


URUGUAY 


VENEZUELA 


From A to V—from Argentina, round the world and back again to Venezuela, 
wherever trade flourishes, you will find a branch of the First National City Bank. 

The organization of the First National City Bank offers a unique service based 
on a network of seventy overseas branches, offices and affiliates covering the 
whole globe. Completing the system, and ensuring up-to-the-minute news of world 
market conditions, are banking correspondents in every important centre of 
commerce—three thousand five hundred of them. 

The experience and resources of such an organization are clearly invaluable to 
the businessman with foreign interests. Wherever your interests lie, it will be very 
well worth while consulting our London offices. You will find our staff experienced 


and most anxious to help. 


The FIRST 
NATIONAL CITY BANK 
of New York 


ESTABLISHED 1812 
Incorporated with limited liability under the National Bank Act of the U.S.A. 
Head Office: 55 WALL STREET, NEW YORK 


London Offices: 
City: 117 OLD BROAD STREET. £.C.2. West End: 11 WATERLOO PLACE, S.W.1I 































ESTABLISHED: 1897 


THE NIPPON 


KANGYO BANK 


LIMITED 


HEAD OFFICE : 
HIBIYA TOKYO 

OVER 100 BRANCHES 

THROUGHOUT JAPAN 


REPRESENTATIVE OFFICES: 
NEW YORK, TAIPEI 











** The Braille Reader ”’ 


BANKERS AND TRUSTEES 


Since 1838 this Society has devoted itself to the 

training and education of the Blind. Its services 

cover the following :— 

(1) The education of blind boys and girls from 5 to 
16 years of age. 

(2) The professional and industrial training and 
further general education of students from 
16 to 20 years of age. 

(3) The industrial training of adults. 

(4) The employment in workshops of blind men 
and women. 

(5) The supervision of blind workers in their own 
homes. 

(6) The provision of residential clubs for blind men 
and women, 


LEGACIES, DONATIONS and SUB- 
SCRIPTIONS are urgently needed for the 
maintenance and extension of our work. 


Particulars from the Hon. Secretary: 
ROYAL LONDON SOCIETY FOR THE BLIND 
105/9 Salusbury Road, BRONDESBURY, N.W.6 


Patron: HER MAJESTY THE QUEEN 


(The Society is not nationalised and is Registered 
in Accordance with the National Assistance Act 
1948) 
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The Bank of 
N. T. Butterfield & Son Ltd. 
BERMUDA 
Established 1858 
Complete Commercial Banking 


and 
Trustee Services 


Correspondents in all Principal 
Countries of the World 
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SAVE YOUR SIGHT BY BETTER LIGHT 
—NOT MORE LIGHT 
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. xg ane “ee pos aes, : 
the COMMERCIAL BANK OF AUSTRALIA, LTD. 
Architects: Messrs. WHINNEY, SON & AUSTEN HALL 





By courtesy of 


It is often said, and this somewhat deprecatingly, that we have an axe to grind, and if you read our advertise- 
ments carefully you will wonder what this axe is, for it is certainly not trying to see how many lamps and 
accessories or how much electricity we can sell. 


We certainly have an axe, and a very large and important axe to grind, and it consists in trying to save that 
most precious gift—sight, and therefore we neither use nor recommend fluorescent lighting, nor the high 
intensities of artificial light so commonly advocated nowadays. 


The G.V.D. SYSTEM of lighting benefits both health and pocket, since it provides the ideal type of lighting 
for good vision, namely, that which is glareless, shadowless and evenly distributed, and does this in the most 
efficient, effective and economical manner, using only the minimum amount of equipment necessary for the 
purpose. 

The above illustration of the Commercial Bank of Australia, Ltd., is an excellent example of the magnificent 
lighting we produce with a few well-spaced fittings. G.V.D. lighting was specified by the Bank authorities 
for the welfare. comfort and efficiency of the Bank staff. It should be noted that the photograph was taken 
entirely by our lighting, without the aid of any auxiliary light. 


In view of the ever-increasing use of spectacles and the appalling growth in the number of blind people in recent 
years, it surely behoves us to do everything in our power to avoid any possible cause of injury to eyesight. 


The G.V.D. SYSTEM is applicable to every type and size of room and building, and is eminently suitable for 
banks, offices, libraries, schools, lecture halls, hotels, restaurants, stores, churches, hospitals, laboratories. 
and, of course, every part of the home; in fact, whenever good yet economical lighting is required. 


For further particulars please apply to: 


G.V. D. ILLUMINATORS ** “lence wcr 


Telephone: MUSeum 1857 
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@® For new ideas in business... 
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is printed proof of accuracy 
Around the World 


Multiplication (automatic, constant, accum- 
ulative) is no longer vexatious when you are 
equipped with a gQ AUTOMATIC PRINTING 
CALCULATOR. 

Neither is division (however ‘long’), ad- 
dition, subtraction or any other mathemati- Wherever you are, wherever you go, wher- 
cal problem. The ‘99’ is the most versatile 
all-round figuring machine. Everything 
about it is fully automatic, with push-button global facilities are available to assist you 
control—and, most important—it prints the 
problem and the final result on the tape. No 
checking is necessary. Through its network of overseas correspond- 


The 99 Automatic Printing Calculator is 


ever you do business— Bank of America’s 
with every international banking problem. 


ents throughout the world, and through !ts 


just another of the many modern methods 
devised by Remington to streamline the day traveling representatives, this bank collects 
by-day efficiency of business operations. 
The Man from Remington Rand will gladly 
call upon you to demonstrate its application ers up-to-date on all quéstions of credit, 
to vour problems— without obligation. 


on-the-spot information to keep its custom- 


foreign exchange, new regulations, 
Send for the man from 
Hemington Ftand 


Tick which you prefer { Bank of Am erica 


Tell me more Arrange for your Send me— NATIONAL ah Gs | ASSOCIATION 
| about 99 representative informative ; 
Automatic to call by literature, | Incorporated in the U.S.A. 
| Printing appointment free with Limited Liability 
Calculator LJ i 
: NAME Spada ondhpinbaitdetdssabiananadetenssteapeniaalie : TWO COMPLETELY STAFFED BRANCHES 
| RII... seas ducsliep a tieaitiiaapdamssbdllieeeheeciale | IN LONDON AVAILABLE TO SERVE YOU 
| ADDRESS sieved tatiassnnateaieietiiaiiaitiibaaiibiastsiniaalis eels | atin Pinned a 
| PRS EMA MITES | wien | 27-29 Walbrook 29 Davies Street 
Lordon EC4 London W1! 
I Remington Rand Ltd « 1-19 New Oxford St - London WCI | 
Dn cs ce se ee ee een’ | Safe Deposit Boxes available at the West End Branch 
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The Confederation Life Association announce the introduction of their 
new, and unique in this country, “Junior Partnership” Policy. In one 
document, covering father and son, and at a guaranteed /Jow rate of 
premium, it provides : 
% ENDOWMENT INSURANCE FOR YOUR SON FROM 
AGE 21. 
% INSURANCE PROTECTION ON YOUR LIFE WHILE 
YOUR SON IS STILL DEPENDENT ON YOU. 
This means that for a low premium, based on your son’s insurance to 
start when he is 21, you can also provide for your dependants if you 
die before this. 
THIS IS A NEW INEXPENSIVE WAY OF PROVIDING FOR 
YOUR CHILDREN, 
Full details will be given on request to Dept. L.1 


Life 
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(Incorporated in Canada in 1871 as a Limited Liability Company) 


18 PARK LANE, LONDON, W.1. ASSETS £113,000,000 





















The Head Waiter 
gave me a tip 


He pointed 
out that a_ carefully 
chosen dinner deserved 
the finishing touch of a 
fine cigarette. The small 
extra cost, he said, was 


well worth it. 


427120 


Also in 10 * 25° 50° 100 (including round air-tight tins of 50) 
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THE ROYAL EXCHANGE 
| ASSURANCE _tcorporatea 1720 
/ The services of the Royal Exchange Assurance can 
( always be relied upon with confidence. They are 
( comprehensive, up to date and backed by almost 250 
( EAD OFFICE: years experience. Special Life Assurance facilities are 
{ THE ROYAL EXCHANGE available for Bank Officials. 

j LONDON 
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BANCO DI SANTO SPIRITO 


Established 1605 


ttene Shee eeoeee se sesseteseeeeeas 


Head Office: ROMA — 173, Via del Corso 


CORRESPONDENTS ALL OVER THE WORLD 
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(Incorporated in 
Turkey with 
BA N K Limited Liability) 


PAID-UP CAPITAL - £5,000,000 





ae SITUATED AT KOBE PORT 


The Bank transacts every 
description of English and 
Foreign Banking Business. 





Of 


KOBE, 


Affiliated Institution in Syria and PROVIDES COMPLETE 
Lebanon: BANQUE DE SYRIE ET DU WORLDWIDE BANKING SERVICE 
I >. 
LaBAN President: CHU OKAZAKI 
LONDON 20/22, Abchurch Lane, E.C.4 Head Office: KOBE, JAPAN 
PARIS 7, Rue Meyerbeer Branches: TOKYO, YOKOHAMA, NAGOYA, OSAKA, 
MARSEILLES 38, Rue St. Ferréol and others 
CASABLANCA 1, Place Ed. Doutcé 


BRANCHES throughout TURKEY and the 
MIDDLE EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 





ISTANBUL Representative Office: LONDON 



















SoS eB ARO Se. Se Natt gy sabypet o> 2 
ep RR See Set aan yy 


Paes. MIR a Sot 
aetadl Shae ae 


eens 


e733 


» het es ° be 
Fite CS aS wo* 


wine: 


saa a A mh Hag 





roe he: 6: Pane see 





















THE 
STANDARD BANK 
or 
SOUTH AFRICA LIMITED 











Over 725 offices and agencies 
throughout South, East and 
Central Africa. 





EAST AFRICA 
(KENYA UGANDA 
& TANGANYIKA 
TERRITORY) 





NORTHERN AND 
SOUTHERN RHODESIA 
& NYASALAND 


SOUTH-WEST AFRICA 
& BECHUANALAND 





UNION OF SOUTH AFRICA 














Head Office: 10 Clements Lane, Lombard Street and 77 King William Street, London, E.C.4. 




















Thinking of investing ? - then consult the 


HALIFAX. 
Building Society 


ASSETS: £284,000,000 RESERVES: £12,000,000 | 








HEAD OFFICE: HALIFAX YORKSHIRE 
London Offices : 51 Strand W.C.2 - 62 Moorgate E.C.2 
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FOR ALL YOUR COLLECTIONS IN ECUADOR 


BANCO DE DESCUENTO 


Founded in 1920 
GUAYAQUIL, ECUADOR 


PAID-UP CAPITAL - - - S /6.000.000.00 
RESERVE FUNDS - - - -  $/26.000.000.00 


Our Institution is quite prepared to render most ample banking facilities and services 
JUST THE BANK YOU NEED 























FOR THE SOUTH-WEST PACIFIC 


To a large extent, the navigator’s success is dependent on the accuracy of his 
instruments and information. 

No less does this apply to the banker planning to meet the needs of customers 
having business overseas. In the South-West Pacific, you can rely on the services of 
the Bank of New South Wales—the most experienced and most widely-represented 
commercial bank in the area. The Bank of New South Wales offers a complete 
banking service at over 950 points in Australia, New Zealand, Fiji, Papua and 
New Guinea. 


BANK OF NEW SOUTH WALES 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


HEAD OFFICE: SYDNEY, AUSTRALIA MAIN LONDON OFFICE: 
British and Foreign Department 29 Threadneedle Street, E.C.2 
Manager—john W. McEwen D. J. M. Frazer, Manager 


{INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
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Do you trade with... 


(OVERSEAS) LTD. 


BELGIUM 
BELGIAN CONGO 
LUXEMBOURG 
FRANCE 
HOLLAND 
PORTUGAL 
SWITZERLAND 
We have associated U.S.A. 


banks in all these 
ARGENTINE 
countries and can 


give you speedy BRAZIL 
information and service URUGUAY 


EGYPT 
LEBANON 2 
HONG KONG ° 


BANQUE BELGE POUR L’ETRANGER 


4 BISHOPSGATE, LONDON, E.C.2 











SALE & CO. 


LONDON 


ESTD. 








BANKERS 


AGENTS IN ALL PRINCIPAL COUNTRIES 
THROUGHOUT THE WORLD 


NORTHGATE HOUSE, MOORGATE, E.C.2. 


MONARCH 5947 SALBANK, LONDON 
INTERNATIONAL TELEX 8228 




















For your & 

banking business hoe 
on Norway : 

contact our offices 


in 








Bergen, Oslo, Haugesund, 
Fredrikstad, Trondheim, 
Svolvaer, Harstad 
and 
our branches at 
Lillestrom, Odda, 
Sandvika, Sorumsand, 






Akrehamn, Andalsnes 
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In service to prosperity 





Specialists on the staff of The National Bank of Scotland are 
at the service of Scottish Industry and Commerce. In their 
day-to-day application to business problems they are 
able to draw upon financial experience accum- 
ulated over a period of 130 years. 

The National Bank can provide inform- 
ation about current overseas markets 
and conditions, and has banking 
contacts throughout 

the world . 


THE 


NATIONAL BANK OF SCOTLAND 


LIMITED 
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Yow ll be glad its... 


A ® Each fitting is the result of the closest collaboration 


es ee oe ae 










between expert designers and lighting engineers. 
Each fitting is made to rigid factory standards 
for long arduous service. 

Operating efficiency is guaranteed because the 
control gear and tubes are made within the 
G.E.C. organisation. 

Consult your contractor for the most suitable 
C.E.C. fittings... with OSRAM tubes of course. 


@ The General Electric Co. Ltd, Magnet House, Kingsway. London WC2 





THE ENGLISH, SCOTTISH & AUSTRALIAN BANK 


LIMITED. 





THROUGH MORE THAN 465 BRANCHES AND AGENCIES 
' IN AUSTRALIA THIS BANK OFFERS A COMPLETE BANK- 
| ING SERVICE FOR EVERY TYPE OF TRANSACTION 
3 WITH AUSTRALIA. 


Head Office — 5 Gracechurch Street, London, E.C.3. 


West End Branch — 


8-12 Brook Street, W.I. 


J. A, CLEZY, General Manager in London. 











STATE BANK OF HYDERABAD 
Head Office: HYDERABAD - Dn. (INDIA) 
50 Offices throughout the State and outside 


OFFERS ITS SERVICES IN CONNECTION WITH 
ALL FOREIGN EXCHANGE TRANSACTIONS 
INCLUDING FOREIGN REMITTANCES 
AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 





A MANUAL OF 
FOREIGN EXCHANGE 


By H. E. Evitt. 4th Edition. This book gives 
a thorough grounding in the subject of Foreign 
Exchange. Written as simply as possible 
with a minimum of technicalities, it will prove 
invaluable to candidates preparing for such 
examinations as those of the London Chamber 
of Commerce, the Royal Society of Arts, and 
the Institute of Bankers. In addition those 
engaged in ordinary business practice will 
find it a useful guide to the subject for all 
commercial purposes. 20/- net. 


FINANCE OF 
OVERSEA TRADE 


By W. W. Syrett. 2nd Edition. A practical 
and up-to-date exposition of the methods of 
financing International Trade, written by one 
who has had vast experience of the subject. 
The functions of the parties engaged, the 
documents used, the banking and payment 
facilities available, Board of Trade procedure, 
foreign exchange and present-day controls are 
clearly discussed. 18/- net. 


PITMAN 


Parker St., Kingsway, London, W.C.2 





for 
complete 

‘’ Insurance protection 
and service 





eee 


—— 


YAL} 







RO 


INSURANCE # 


Head Offices: 
1 North John St., 24 28 Lombard St., 
LIVERPOOL, 2 LONDON, E.C.3 


Branches and Agencies world-wide 
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HAMBROS 
BANK 


_ LIMITED 














+ 
Merchant Bankers 
ESTABLISHED 1839 
; Head Office 
; 41 BISHOPSGATE, LONDON, E.C.2 
é West End Branch Holborn Branch 


6> PALL MALL, LONDON, S.W.1 1 CHARTERHOUSE STREET, LONDON, E.C.1 





























Every 
little 
helps 


ao 


Pity is the last thing that the disabled 
and distressed would ever ask of this 
world. All they want is to live their lives 
as usefully as they can—to take their 
place beside others born under a kinder 


Star. 


It is for them, the old and lonely, the 
young and crippled, that the Shaftesbury 
Society exists. To us, they turn for help 
and guidance. And for more than a cen- 


tury, we have not let them down. 


But faith in the future, and hope for the 
present, cannot exist for them without 
charity—your charity. And whether it be 
a farthing or a fortune, no gift would 
ever bring a greater reward. 


THE SHAFTESBURY 
SOCIETY 


‘Ree’d. in Accord. with Nat. Asst. Act, 1948) 
32 JOHN STREET, LONDON, W.C.! 


$.$.8.C 











CAPITAL 
RESERVES - - Francs 497,000,000 


Reg. Office: ALGIERS — Head Office: PARIS 
FRANCE ALGERIA TUNISIA 
MOROCCO LIBYA - LEBANON 


SYRIA ° GIBRALTAR 


Affiliated Bank in Turkey: 


BANQUE de SALONIQUE 


LONDON OFFICE : 
62 Bishopsgate, E.C.2 


Tel.: FONCALTUN LONDON TELEX 
Telex No. 8470 


All Banking Transactions 






THE 


CREDIT FONCIER 
D’ALGERIE ET DE TUNISIE 


A limited liability Company incorporated in 






FRANCE in 1880 








- - Francs 765,000,000 










































Phone LON 3294 (4 lines) 
























EASTERN 
BANK LTD 


Subscribed Capital £2,000,000 


Paid-up Capital 
Reserve Fund 


£ 1,000,000 
£1,500,000 


Every description of Banking and 
Exchange business undertaken, 
Executor and Trustee business transacted 


Branches in 


IRAQ, LEBANON, BAHRAIN, 
QATAR, ADEN, MUKALLA, 
INDIA, PAKISTAN, CEYLON, 
SINGAPORE and MALAYA 


Head Office: 


2 & 3 CROSBY SQUARE 
LONDON, E.C.3 
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THE 


ROYAL BANK OF CANADA 


({ncorporated in Canada in 1869 with Limited Liability) 


Over 870 Branches in Canada 
the West Indies and Central 


and South America 


ASSETS - $3,500,000,000 





LONDON 


Main London Branch: 6 Lothbury, E.C.2. (B. Strath, Manager) 
West End Branch: 2-4 Cockspur St., S.W.1. (R. B. Murray, Manager) 


Head Office: Montreal Offices in New York and Paris 




















BANK OF BRITISH WEST AFRICA 
LIMITED 








ESTABLISHED 1894 


The Rt. Hon. Lord Harlech, K.G., G.C.M.G., Chairman 


AUTHORISED CAPITAL £4,000,000 
ISSUED AND FULLY PAID CAPITAL £2,500,000 - RESERVE FUND £1,900,000 


Bankers to the Governments of NIGERIA - GOLD COAST - SIERRA LEONE - GAMBIA 


Head office: 37 Gracechurch Street, London, E.C.3 
John C. Read, General Manager 
LIVERPOOL - MANCHESTER - HAMBURG 


Branches throughout NIGERIA, GOLD COAST, SIERRA LEONE, GAMBIA and at DUALA (Cameroons), TANGIER (Morocco) 


The Bank is keenly interested in sound propositions for the development of these territories 
Agents in New York: THE STANDARD BANK OF SOUTH AFRICA LIMITED 


Principal Stockholders: Lioyds Bank Ltd., National Provincial Bank Ltd., The Standard Bank of South Africa Ltd., Westminster Bank Ltd. 
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NATIONAL BANK 
OF PAKISTAN 


(Incorporated under the National Bank of Pakistan Ordinance, No. X1X 
of 1949, and sponsored by the Government of Pakistan. The liability of 
members is limited). 


ESTABLISHED 1949 


* 



















~ 


HEAD OFFICE: VICTORIA ROAD, KARACHI 


LOCAL PRINCIPAL OFFICES: 
KARACHI, LAHORE, DACCA 


65 branches, and also sub- LONDON OFFICE: 20 EASTCHEAP, LONDON, E.C.3 


branches, thrcughout Pakistan. 
* * * 


* 


















President Hoshang Dinshaw 
Foreign branches at Calcutta . ° ° 
(India) and D’Jeddah (Saudi Managing Director A. Muhajir 
Government Director Mumtaz Hasan 








Arabia). 











a ae em ‘ Authorised Capital . . . . . Pak. Rs. 6,00,00,000- 
a NI Yo Issued & Subscribed. . . . . Pak. Rs. 6,00,00,000. 
the world. Paid- up . . « Pak. Rs. 1,50,00,000. 

onal Fund (31. 12. 55) . . » Pak. Rs. 65,00,000- 

Deposits (31.12.55) . . . . Pak. Rs. 40,18,50,000. 

Banking business of every description transacted. London Sitieen J. A. F. Sievwright 
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SINGER & FRIEDLANDER | | 


LTD. 


MERCHANT BANKERS 
Investment * Capital Issues * Commercial Credits ‘ 


55 BISHOPSGATE + LONDON, E.C.2. 
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Australian Opportunities 


lt is our business to know about Australia. For nearly a century 
the National has been associated with the commercial and in- 
dustrial expansion of this great new continent. 

lmmense natural resources and a rapidly increasing population 
offer sound opportunities for development. 

The Information Department of the Bank is able to supply 
reliable and up-to-date information on all aspects of Australian 
affairs. 


The National Bank of Australasia Limited 
(Incorporated in Victoria) 
Head Office: 271-279 Collins Street, Melbourne. 
london Office: 7 Lothbury, EC2. 
Information Department: 8 Princes Street, EC2. 
Over 830 Branches and Offices throughout Australia. 
Your best introduction to Australia 
























































The development in the Middle East .. . 


TO ALL interested in the business and development of the Middle East, The Rafidain 
Bank, by its system of branches throughout Irag, Syria and the Lebanon, offers a 
complete banking service. Information and advice are available on everything that 
concerns the rapidly expanding markets of this important region. 


THE HAFIUAIN HANK 


Head Office: BAGHDAD 


Telegraphic Address: Rafdbank 























Branches: Iraq London Branch 


BAGHDAD, BAGHDAD-SOUTHGATE, . . : ar £ 
BAGHDAD-SAADOON, BASRAH, MOSUL, 25 ABCHURCH LANE, LONDON, EC4 


KIRKUK, HILLAH, AMARAH, NAJAF, Tel ; MANsion House 3787 
NASIRIYA, BAQOUBA, SULAIMANIYAH, Telegrams : Rafidbanko 
ARBIL, DIWANIYAH, KUT. Syria: DAMAS- 





























CUS, ALEPPO. Lebanon: BEIRUT London Manager : W. D. Wickenden 









































* LITORE "AD * "LITUS * 


CLYDESDALE & NORTH 


OF SCOTLAND BANK LIMITED 


SIR HAROLD E. YARROW, BARONET, C.B.E., LL.D., Chairman 
ROBERT LAIDLAW, Deputy Chairman 


JOHN J. CAMPBELL, General Manager 


340 BRANCHES FROM THE SOLWAY TO THE SHETLANDS 
4 OFFICES IN LONDON 









































The 
Union Discount Company 
of London Ltd. 


(ESTABLISHED 1885) 
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CAPITAL & RESERVE - _ £8,000,000 


TREASURY, BANK AND FIRST-CLASS TRADE BILLS DISCOUNTED. 


39 CORNHILL, LONDON, €E.C.3 
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UP-TO-DATE INFORMATION ON THE 





MARKET 


The Bank of Montreal invites enquiries from all who seek the latest 
facts about trading conditions and business opportunities in Canada. 





With over 685 branches throughout the country the Bank has its 
fingers on the pulse of Canadian commercial life, and can provide the 
information essential to successful business in that rapidly expanding 


* market. 


| | BANK OF MONTREAL 


: Incorporated in Canada in 1817 with limited liability 
Main London Office: 47 THREADNEEDLE STREET, LONDON, E.C.2 
Head Office: MONTREAL Assets exceed $2,700,000,000 
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Hence the nymphs 


O expense was spared when building the 

head offices of the Indestructible Trust 
Company. They were intended to express the 
wealth, generosity and security of the business 
they house. To this end, the architect was 
lavish with swags and columns, 
cherubs and smiling nymphs. 

To the casual observer, the building is as 
indestructible as the Trust it houses. But in- 
side, it is another story. The spaciously incon- 
venient rooms have been divided by wooden 
partitions into offices of unusual shape, but 
more useful size. Chaos resulted, and one or 
two minor fires. 

Undaunted, the Managing Director sent for 
the Man from Chubb, who very quickly 
evolved a simple scheme whereby all the im- 
portant documents, securities and corres- 
pondence which are the bread-and-butter of 
such an organization, could be safely housed 
in Chubb Fire-resisting Cabinets. 

As the expense was inconsiderable, the 
Managing Director acted promptly on this 
advice, with the result that the firm is now as 
secure as it looks, and the nymphs at last have 
something to smile about. 


The Man from Chubb will make a free and | 


confidential report for any business, without 
obligation. Write or telephone Chubb & Son’s 
Lock and Safe Co. Ltd., 110 Cannon Street, 
‘London, E.C.4. (MINcing Lane 9033-5). 


DON’T LEAVE IT TO CHANCE 
— LEAVE IT TO CHUBB 


chubby | 


| Name 


DON’T BUY a 
Dictating Machine 
until you’ve read.. 


“Biggest Business Asset 
Since Shorthand” 


—+a FREE, comprehensive book that will tell 
you all you need to know about the most 
versatile electronic office aid that has ever 


been invented. 


‘FIND OUT JUST HOW a compact, streamlined 


miracle of efficiency that weighs under I2lbs., 
costs very little to buy and almost nothing to 
run, can save you time and overheads and 
release you from routine trivialities. 
Increase your secretary’s output by 25% for 
just 50 Guineas complete. 


—POST OFF THIS COUPON NOW— 


To:- GRUNDIG (G.B.) Ltd. Dept. B 


Advertising Dept. & Showrooms: 
39/41 NEW OXFORD STREET, LONDON, W.C.1. 


Trade enquirtes to: 
KIDBROOKE PARK ROAD, LONDON, S.E. 3 


Please send me without obligation a copy of your FREE 
BOOK entitled “ BIGGEST BUSINESS ASSET 


SINCE SHORTHAND”. 








Address 











(Electronics Division, Gas Purification €& Chemical Co. Ltd.» 


GD 262 
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“Something worrying you, 
Williams ?” 


But — his thoughts are twenty years 
| ahead. Twenty years on to the day when 


he leaves the office for the last time with 


** Worrying me ? Nothing, Sir, thank you” 























little more than his last pay envelope and 


a State pension. As time passes, he will 





think increasingly of the day he retires 





and the inevitable drop in his standard ot 


living if no additional provision is made. 


The present, too, is worrying him; how 





would his wife fare with two growing 
children on her hands if he should die ? 
With these worries on his mind no 
man can work satisfactorily. The wise 
employer knows that efficiency depends 
on a contented and happy staff and, if 
he has not already done so, will give 
serious consideration to a Pension and 
Life Assurance Scheme. For tax purposes 
his contributions will be recognised as a 


business expense. 


Ask for details of a Scheme planned to meet your specific requirements. 


LEGAL & GENERAL 


ASSURANCE SOCIETY LTD. 


Chief Administration : 188 Fleet Street, London, E.C.4. 
Telephone : CHAncery 4444 


























LIMITED 


Capital Authorised and Fully Paid £1,000,000 


LONDON 
IMRIE HOUSE, 33/6 KING WILLIAM STREET, E.C.4 
TELEPHONE : MANSION HOUSE 5678 
NIGERIA 


BRANCHES AT LAGOS, KANO, PORT HARCOURT, EBUTE 
METTA AND APAPA 








Affiliate of the Banque Nationale pour le Commerce et Il’ Industrie, Paris 


Branches and Affiliates of the **B. N.C. l. GROUP” are also established throughout the 

FRENCH UNION and in BELGIAN CONGO, CAMBODIA, COLOMBIA, EGYPT, 

IRAQ, LEBANON, MEXICO, PANAMA, SOUTH VIETNAM, SWITZERLAND, 
SYRIA and URUGUAY 


We invite you; enquiries in connection with your business with these territories 


BRITISH AND FRENCH BANK 
































BANQUE NATIONALE 


POUR LE COMMERCE ET L’INDUSTRIE 
HEAD OFFICE: 16 BD DES ITALIENS, PARIS (IX°*) 


The BANQUE NATIONALE POUR LE COMMERCE 
ET L’INDUSTRIE and its affiliates have upwards of |,000 
branches in Metropolitan France, the French Overseas 
Territories and abroad. All banking business transacted 
including the issue and negotiation of travellers’ 
cheques 
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These may be obtained by opening 
a current account at any office of The Royal Bank of Scotland 


THE ROYAL BANK OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 
Head Office: ST. ANDREW SQUARE, EDINBURGH 








BRANCHES THROUGHOUT SCOTLAND AND IN LONDON CHIEF LONDON CITY OFFICE: 3 BISHOPSGATE, E.C.2 








© 
« 
© 
© 
© 
S 


Le SS SST ST SST ST Nhe) 


® 


TITS Lele 
MONTE DEI PASCHI DI SIENA 


A BANKING INSTITUTION OPERATING UNDER CHARTER IN THE PUBLIC INTEREST 


Established in 1624 





Reserves: Lit.4.473.000.568 





Head Office: SIENA 





282 Branches in Italy 





Equipped to handle all banking transactions in Italy and Abroad. 





Correspondents throughout the World 
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B.W. BLYDENSTEIN & CO 


LONdon Wall 2131 (5 lines) 


ESTABLISHED 1858 


BANKERS 


PARTNERS: R.A. Vreede, 


J. R. R. Wierdsma, 


H. H. Oerlemans 


THE TWENTSCHE BANK (LONDON), LTD., 


NETHERLANDS TRADING SOCIETY (LONDON), LTD. 


54-55-56, THREADNEEDLE STREET, LONDON, E.C.2 














BANCO ATLANTIDA 


(ESTABLISHED 1913) 


Main Office: TEGUCIGALPA, D.C. 


Branches: 


SAN PEDRO SULA, LA CEIBA, PUERTO CORTES and TELA 


ACCOUNTS AT JUNE 30, 1956 


ASSETS 
Cash rere verere 
Foreign Banks Bia ; a 
Banco Central de Honduras ; 
Clearings 208,145.81 
NE EE re 7,104,208.10 
Loans and Discounts................ 20,066,954.90 
Debits in Current Account .... ,615.62 
Accrued Interest and Other Assets. 256,812.77 
Bank Buildings after Amortization. 1,075,132.22 
Other Assets after Amortization 409,474.35 
659,527.72 


Transit Items 
1,250,381.82 


.. L.1,353,578.82 
. 2,407,904.28 
7,044,574.96 


Letters of Credit 


LIABILITIES 


Capital 

Reserves . a Bl ee tee a ted 
Undivided Profits Re ee ek 
Interest Payable. . 

Unearned Interest . , re! ee a 
EE na ee oe ee ee 
Obligations to Banco Central 


Honduras 1,050,322.00 


1,375 ,557.06 














Clients’ Responsibility for L/C 
L.41,846,311.37 L.41,846,311.37 
aa. aerate oe canes anes 


Memorandum Accounts L.8.292,964.55 L.1.00 U.S. 30.50 














For your operations with PERU look to the 


BANCO INTERNACIONAL DEL PERU 


Head Office: Lima, Peru 


With experienced English speaking personnel, translating becomes un- 
necessary and strict compliance with your instructions is assured. We invite 
you to use our facilities for your Collections and _ Letters-of-Credit. 


Upon request we shall be glad to forward by air mail our collection tariff in English which 
incorporates information on local customs and practices. 


43 BANKING OFFICES IN PERU ° Founded [897 
Capital and Reserves S/.66’046,513.11. 
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A really attractive 
investment 
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EFENCE 
BONDS 


*% Increased interest of 44°., payable 
half-yearly. 


Yield the * Plus 5% Income Tax Free Bonus 


: after 10 years (or 2% if encashed 
é 
quivalent of between 5 and 10 years). 


* Total return over 10 years for 
anyone who is liable to income tax at 
the present standard rate of 8s. 6d. 

“ar is equivalent to 5}% gross—with 
absolute capital security. 

4 0 * You can hold £1000 of these Bonds 
in addition to any you inherit and to 


Bonds of earlier issues. 
Over 10 years 





















* On sale in £5 units. 


® Buy the new Defence Bonds from 
Post Offices, Banks, or through your 
Stockbroker. 





issued by the National Savings Committee, London, S.W.7 
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THE BANK OF INDIA 


LIMITED 
(Established 7th September, 1906) 


Capital Authorised 

Issued and Subscribed __. Rs. 5,50,00,000 
Capital Paid-up...... Rs. 3,00,00,000 
Reserve Fund. ...... Rs. 3,02,00,000 













HEAD OFFICE: 


MAHATMA GANDHI ROAD, FORT, BOMBAY 


Branches in the principal cities of India 












BRANCHES OUTSIDE INDIA: 
LONDON __ I7 Moorgate, London, E.C.2 







ADEN. DAR-ES-SALAAM. JINJA. 
KAMPALA. KARACHI. MOMBASA. 
NAIROBI. OSAKA. SINGAPORE. 







TOKYO. 


Through its Branches in India, Pakistan, Malaya, Japan, Aden, East Africa and London and through 
correspondents in the principal countries of the world, the Bank is able to finance business of every 
description on favourable terms. 


D. R. THOM, General Manager. 



























PARIS (1X): 14 Rue Halévy 
FRANKFURT a/M.: Wiesenau, 2 


























THE : 

ee ae UNITED | | 
COMMERCIALE || 
ITALIANA =| | FRIENDLY | © 
Established 1894 | INSURANCE COMPANY, ‘ 

LTD. 4 

HEAD OFFICE: MILAN 3 
; LIFE, FIRE, BURGLARY, : 

230 branches and offices in Italy | SICKNESS, PLATE GLASS, : 


HOUSE PURCHASE, 
ENDOWMENTS, Etc., Etc. 





Branches abroad : 
ISTANBUL IZMIR 

















Representative Cffices : | 
LONDON : 21 Birchin Lane, E.C.3 | R. C. BALDING, 







Telegraphic Address : . 
For Head Office: “Dircomit”’ 42 Southwark Bridge Road, 


For all Branches: ‘‘ Comitbanca’’ | London. 
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INCOME TAX PAID BY THE SOCIETY 


ASSETS TEMPERA ad Cc E RESERVES 


Prosporeet 


223-227 REGE 


PERMANENT 


BUILDING SOCIETY 


NT STREET, LONDON, W.! Phone: REGent 7282 


£1,970,000 





Branches throughout the country 








IN 


OF 








BADEN 


NS BRUCK KLOSTERNEUBURG - LINZ - SALZBURG 
ST. POLTEN - VILLACH - WELS - WR, NEUSTADT 
EVERY DESCRIPTION 


OSTERREICHISCHE 
LANDERBANK 


ESTABLISHED 1880 | 


HEAD OFFICE: VIENNA I. AM HOF 2 


"29 BRANCH OFFICES IN VIENNA 


BRANCHES IN AUSTRIA: | 


BLUDENZ BREGENZ - BRUCK,MUR GRAZ 


BANKING BUSINESS TRANSACTED 

















The North British Group 


...caters for all Insurance needs 


Enquiries 


will be welcomed by NORTH BRITISH & MERCANTILE INSURANCE CO. LTD. 
61 Threadneedle Street, London, E.C.2 


. RAILWAY PASSENGERS ASSURANCE COMPANY 
64 Cornhill, London, E.C.3 


or us Associated Offices 


THE FINE ART & GENERAL INSURANCE CO. LTD. 
64 Cornhill, London, E.C.3 


THE OCEAN MARINE INSURANCE CO. LTD. 
37 Lime Street, London, E.C.3 




















COLOMBIA ~ 
MEANS BUSINESS 


LET US HELP YOU INCREASE YOURS 


Opportunities in Colombia for European business are increasing every year. 


Trade 
connections are becoming more profitable. With an eye on your business future 
there, why not let us assist you with your collections and letters of credit ? 


Whatever your requirements, we have special departments handling every phase and 
facility of banking. More and more progressive European banks and business firms 
are making use of our extensive organization established for over 40 years. 


We invite your enquiries 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Cable address for all offtces—Bancoquia 


CAPITAL PAID-UP: $21.270.000 —- Pesos Colombian 
21.600.000 -—- Pesos Colombian 


SU $21. ' 
OTHER RESERVES: $5.200.000 —- Pesos Colombian 
General Manager : Antonio Derka 


Head ot : MEDELLIN, COLOMBIA, SOUTH AMERICA 


ANCHES: Armenia (C),  Barrancabermeja, Barranquilla (2), 
BOGOTA (8), Bucaramanga, Buga, Cali (3), Cartagena, Cartago, Cucuta, 
El Banco, Girardot, Ibagué, Lorica, Magangué, Manizales, Medellin (3), 
Monteria, Neiva, Palmira, Pasto, Pereira, Puerto Berrio, San Gil, Santa 

Marta, Sincelejo, Socorro, Tulua, Vélez (S) 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N. Y. 
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Telegrams: 
Telephones: 





REA BROTHERS 
LIMITED 


KING’S HOUSE 
36-37 KING STREET 
i LONDON, E.C.2 


WALSA. CENT. LONDON 
MONARCH 7454 (7 lines): 


Bankers 


EST. 1919 


Telex: 8480 
4033 (7 lines) 














BROWN, SHIPLEY & CO. 
LIMITED 
LONDON 


Foun ded 1810 


MERCHANT & ACCEPTING 
BANKERS 


Founders Court, Lothbury, E.C.2 


Telephone No. MONarch 9833 
Telex No. London 8623 
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FORSYTE 
SECURITIES 


LIMITED 


Bankers 


8 GREAT WINCHESTER ST., 
LONDON, E.C.2 


Telegrams: Telephones: 


SECFOR LONDON LONDON} 1098 
WALL £7433 


Int. Telex: 8756 



























KANSALLIS-OSAKE-PANKRI 


offers complete banking 


service for your business in 


FINLAND 
Established 1889 Head office 


HELSINKI 


Over 250 Branches throughout Finland 


Telegraphic Address: KANSALLISPANKKI 
Telex: KANSARBIT Hki 1222 KANSALLIS Hki 1112 

















KEEP IN TOUCH WITH JAPAN 
THROUGH THE FUJI BANK 


PAID UP CAPITAL YEN 5,500,000,000. 


™ FUJI BANK wa. 


(Established in 1880) 


184 BRANCHES, LOCATED IN KEY CITIES THROUGHOUT JAPAN 
HEAD OFFICE: 1-CHOME, OTEMACHI, CHIYODA-KU, TOKYO 


NEW YORK AGENCY: 42, BROADWAY, NEW YORK, U.S.A. 


LONDON BRANCH: SALISBURY HOUSE, FINSBURY CIRCUS, 
LONDON, E.C.2. 


P.O. Box No. 547 Telex No. 8375 Tel. No. NAT 0601-5 
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3/2/ 


PER ANNUM ON 


PAID-UP SHARES 


OFFERED BY THE 


BINGLEY 


BUILDING SOCIETY 


This equals £6.1.9% gross where 
standard Rate of Tax is being paid. 


ASSETS exceed £23,700,000 
RESERVES are over £1,120,000 


Income Tax paid by the Society. 
Branches and Agencies all over the country. 


(Member of The Building Societies Association) 


Head Office: BINGLEY, Yorkshire 


Established 1851 Telephone 3485/6/7 





cedar sports pavilions 


Colt buildings are planned to suit in- 


dividual requirements. They are 
easily and quickly erected and can be 
speedily delivered anywhere in Britain. 
They are very warm and dry, moder- 
ately priced and well suited to exposed 
situations. A demonstration building 
is open for inspection, by appointment, 
at Bethersden. Send 2/- p.o. for com- 
prehensive catalogue giving details of 
bungalows, houses, village halls, 
sports pavilions, etc. 


W. H. COLT SON & CO. LTD. 
Bethersden, Kent Tel: Bethersden 216 & 210 





Of course 
i'm fitting... 


DUNLOP 
TUBELESS 


»»-the tyre that brings 
mew confidence to motoring 


Extensive tests under very severe conditions, both 
at home and abroad have proved that Dunlop 
Tubeless bring new confidence to motoring. 
Maximum mileage and comfort are 
coupled with almost complete 

protection from puncture delays 

and bursts. Dunlop Tubeless 

are more convenient, too— 

they need far less ‘‘topping- 

up’ ’withair and areeasy to 

fit, maintain and repair. 

And they cost no more 

than a tyre with tube. 


Replace with 


DUNLOP 
TUBELESS 


fitted as standard equipment by 
most British car manufacturers 


6H 146 
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Ny Service 


“SALT,” wrote the schoolboy, ‘‘is the stulf that 
makes potatoes taste awful when you forget to put 
it in.’ Service, too, can be insipid enough when it 
is plain and unseasoned—work done in response to 
some general need, as the dictionary puts it. It 
requires a quantity of willingness and enthusiasm, 
a touch of fellow-feeling and a dash of humour if it 
is to rise above frigid efficiency. The dictionary 


defines the bare bones, the anatomy of service; we 


strive to give it life and humanity. 


DISTRICT BANK 


LIMITED 


Bankers since 1829 
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S. JAPHET & Co., Ltd. 


MERCHANT BANKERS 





ACCEPTANCE CREDITS 
OVERSEAS COLLECTIONS 
FOREIGN EXCHANGE 


AND OTHER BANKING SERVICES 
AT HOME AND ABROAD 


Banking connections in all parts of the world 





30, ST. SWITHINS LANE = LONDON, E.C.4 


Cables. Telex Nos.: 
Interaxis, Tele.: MANsion House 2577 $338. 8339. 
London 8383 (Securities) 


A member of The Charterhouse Group 
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MR G. F. THOROLD 


who succeeds Viscount Harcourt as head of the UK Treasury delegation 


and Economic Minister in Washington 








\Plan/for Linoleum for good looks and long life 


Don't think of linoleum only in terms of standard 
designs—vast as that choice is! An interior 
decorator has at his command a range of patterns 
offering him an unlimited palette to express 
his ideas. This floor, for example, on the 
S.S. Arcadia of the P. & O. Line is made up 
from a combination of patterns planned to 

Linoleum installation by Semtex Ltd, express a pleasing decor. Quiet to the tread, 
(5 Sa ee. easy to clean, linoleum is unsurpassed 
| "for its beauty. The right grade, correctly 
laid, may well outlive the life of the ship. 


Lie 


FOR LONGEST WEAR EVERYWHERE 


LINOLEUM - 


“THELMA” stands for The Linoleum Manufacturers’ Association, 127, Victoria Street, London, S$ W | 





THELMA <eaidlhnsapiers ) nha 
For further information write to the Assoctat.on or any of the following members: — 

BARRY OSTLERE & SHEPHERD LTD., KIRKCALDY, DUNDEE LINOLEUM CO. LTD., DUNDEE . LINOLEUM MANUFACTURING CO 
LTD.,6 OLD BAILEY, LONDON, E.C.4. MICHAEL NAIRN & CO. LTD., KIRKCALDY . NORTH BRITISH LINOLEUM CO. LTD., DUNDEE 


SCOTTISH CO-OPERATIVE WHOLESALE SOCIETY LTD., FALKLAND, FIFE . JAS. WILLIAMSON & SON LTD., LANCASTER 
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A Financial Notebook 








The Market Rebound 


A sHARP rally in London equity 
prices marked the easing of inter- 
national tension early last month and 
the riposte that this enabled the 
Chancellor to make to the attack on 
sterling. The tide started to turn in 
stock markets from the moment it 
became clear that there would be 
no delay in the Anglo-French with- 
drawal from Port Said. By the time 
of the announcement on December 4 
of the first-aid measures for sterling 
—they are discussed in an article 
on page 13—equity prices were al- 
ready perceptibly above their nadir 
of November 29. The completion 
of forced sales resulting from the 
failure reported in our last issue had 
cleared the way for a response to 
any better news, and, after a slight 
hesitation, stock markets matched 
the rebound in sterling. By Decem- 
ber 21 the industrial share index of 
the Financial Times had_ reached 
177.4, only a fraction below its level 
on the eve of the Israeli invasion, 
and nearly 16 points above its 
November low. 

In gilt-edged the response has 
been much more _ restrained—War 
Loan, which had dipped to 68} net, 
has rallied to 694, and the Govern- 
ment securities index has crept from 
its low of 82.38 to 83.62, compared 
with 84.57 on October 29 — but 
throughout the crisis the gilt-edged 
market has been much less sharply 
affected than other sections, and 
indeed has been steadier than in any 


former post-war crisis. By the eve 
of the holiday a more optimistic 
mood was spreading in this market, 
especially in the short-dated section. 
But in equities the trend remains 
uncertain. It is recognized that 
whatever the nature of the impact 
of the crisis on the domestic economy 
—this is discussed in our opening 
article—the pressure of costs upon 
profits must be intensified. 


Deposits in the Crisis 


Upon the domestic credit system 
the first effect of the crisis was an 
abrupt check to the rising trend of 
bank deposits that had been gather- 
ing momentum since the early 
summer. During the five weeks to 
November 21 net deposits of the 
clearing banks dropped by £27 
millions, whereas in the correspond- 
ing (four-week) period of 1955 they 
dropped by £134 millions and in 
the two preceding years rose by {58 
millions and £38 millions respec- 
tively. | The  seasonally-corrected 
index compiled by Lloyds Bank, 
which had risen from 104.6 to 105.6 
in the previous four months, fell 
back to 105.0. ‘This contra-seasonal 
contraction of credit occurred in 
spite of an increase of £27 millions 
in the banks’ risk assets (which in 
the similar period last year had 
fallen by no less than £99 millions). 
Evidently, therefore, it was attri- 
butable to public finance, and there 
is no doubt that by far the biggest 
factor was the run on sterling and 








the consequential heavy official sales 
of foreign exchange. 

Such sales of exchange for sterling 
enable the Treasury to reduce its 
indebtedness to the banking system; 
and during the five weeks the banks’ 
holdings of Treasury biJls and call 
money declined by {73.7 millions 
(and total liquid assets by £54.6 
millions). Given the severity of the 
gold loss—equivalent to £100 mil- 
lions in the month of November— 
it is indeed surprising that the im- 
pact on the banks was not even 


Nov. 21, Change on 
1956 Month Year 
{mn {mn {mn 
Deposits .. 6355.4 —-20.8 -46.3 
“Net”? Dep* 6088.2 -26.9 -23.6 
Liquid , 
Assets 2310.5 (36.4) —-— 54.6 69.7 
Cash .. 5247.6 (8.3) +17.3 + 7.5 
Call Money 406.4 (6.4) - 2.6 +14.8 
Treas Bills 1275.0(20.1) -71.1 +59.8 
Other Bills 101.5 (1.6) + 1.8 -12.4 
‘“<é Risk +B 
Assets 3857.1 (60.7) 4-27.4 —94.5 
Investments 1975.2 (31.1) 7.9 -62.9 
Advances]... 1881.9 (29.6) 19.5 -31.6 
State Bds 87.9 5.7 —- 
All other 1794.0 - 13.8 —- 


* Excluding items in course of collection. 

+ Ratio of assets to published deposits. 

[ ‘** True’’ advances in Great Britain totalled 
£1683.0 mn, compared with £1748.4 mn 
in August. 


larger. In the most nearly com- 
parable five-week period to that 
covered by the banks’ figures, the 
‘ overall’? domestic Exchequer ac- 
count was virtually in balance (after 
providing an additional {26.9 mil- 
lions of advances for the nationalized 
industries, compared with 18.2 
millions in October), and [52 


millions was received from sales of 
tax certificates and savings securities 
—including £33 millions from the 
new “ prize’ bonds (which provided 
£465 millions in their first full 
month). 

The reversal of the seasonal trend 








of liquid assets had a sharp impact 


on liquidity ratios. The average 
ratio dropped by 0.7 to 36.4 per 
cent, a level more in line with that 
to be expected at this time of the 
year; in 1955 the ratio was 35.0 per 
cent, and in 1954 34.2 per cent. 
Among the big banks the lowest 
ratio was again shown by Lloyds 
Bank: as will be seen from our 
usual table on page 65 it declined 
by a full point, to 34.4 per cent, 
after a further purchase of invest- 
ments which accounted for most of 
the {3 millions rise shown by the 
aggregate statement. 


‘‘True’’ Advances Falling 


Advances of the clearing banks 
rose during the five weeks by £194 
millions, including a temporary rise 
of £5.7 millions in the overdrafts of 
the state boards, but it is not clear 
how far this movement was attri- 
butable to other ephemeral influences 
or to the extraneous items that are 
included in the monthly totals. The 


‘amount of these extraneous items 


(including, however, any lendings 
overseas) can now be computed once 


‘in each quarter, since the quarterly 


analysis of all bank advances made 
in Great Britain by members of the 
British Bankers’ Association now 
also shows total “true’”’ advances 
of the clearing banks. ‘These ad- 
vances declined over the quarter 
from August to November by {65.4 
millions, of which {£24 millions was 
attributable to the state boards, and 
the indicated extraneous items rose 
by £17 millions to £199 millions. 
Over the whole period since the peak 
reached in August, 1955, true ad- 
vances of the clearing banks have 
fallen £251 millions to £1,683 mil- 
lions—mostly in consequence of the 
heavy repayments by the electricity 
and gas industries in the first three 
months of that period. 

Total advances by all BBA mem- 
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bers dropped during the latest quar- 
ter by £71.5 millions to £1,930 
millions, whereas in the similar 
period last year they fell by £234 
millions. But these periods are not 
fairly comparable, for, aside from 
the major differences in the over- 
drafts of the public utilities group 
(which declined by £126 millions 
last year, but by only £29 millions 
this year), there is the fact that last 
year’s November return was show- 
ing the first major effect of Mr 
Butler’s “‘ request”’. In this latest 
quarter total private-sector advances, 
after allowing for a small decline in 
borrowings by local authorities, 
dropped by £40 millions (last year 
by £108 millions). As will be seen 
from the detailed comparisons set 
out on page 67, several groups 
showed increases, but none of them 
was large. The biggest in absolute 
terms, but small relatively, was the 
additional £6 millions for the major 
engineering group, now absorbing 
{£47 millions more than it did fifteen 
months ago, since when it has in- 
creased its share of aggregate ad- 
vances from 74 per cent to 11 per 
cent. In the industrial groups the 
most notable declines were those in 
‘other textiles’? and leather and 
rubber—and the small but contra- 
seasonal decline in the big food, 
drink and teébacco group. Advances 
to hire-purchase finance companies 
were reduced by only a further {2.2 
millions, but at {£23 millions are 
little more than half their 1955 peak. 
Personal and professional advances 
dropped by another {£14 millions; 
they are now £86 millions below 
their peak—the {401 millions of 
May, 1955. 


Trade without the Canal 


The gap between imports and 
exports as valued in the returns of 
shipments fell in November to the 
unusually small amount of {16.3 


millions (compared with the average 
gap in the first ten months of the 
year of £52 millions). Imports in 
November fell by over £30 millions 
to {£323 millions, whilst United 
Kingdom exports fell by only £3 
millions from October’s peak to £292 
millions. This contrast is clearly 
attributable very largely to the clos- 
ing of the Suez Canal (through 
which roughly one-quarter of 
Britain’s trade normally passes). The 
diversions round the Cape caused an 
immediate delay in import arrivals. 
It is estimated that about two thirds 
of the fall in imports was attributable 
to the delay in arrivals from the East. 
Imports of oil alone were £10} 
millions below their October level, 
a fall of over one half. But the dis- 
location of exports will not be re- 
flected in the statistics of departures 
for some time. The narrowing of the 
statistical trade gap therefore gives no 
indication of the true trend of the 
trade balance, even in this emer- 
gency phase. 


However, one source of comfort 
that may be discerned in_ these 
November trade returns is the con- 
tinued buoyancy of exports on the 
eve of the Suez disruptions. In the 
first eleven months of 1956 the value 
of export shipments was about 10 per 
cent higher than a year before 
(whilst imports were virtually un- 
changed). Moreover, the rise has 
been particularly marked in ship- 
ments to North America. In Novem- 
ber these rose to {43 millions, and 
exports to the United States alone 
to a new monthly peak of {25.1 
millions. In the eleven months 
together, total exports to North 
America reached £390 millions; even 
after deducting the £20 millions 
representing special repayments of 
silver bullion to the United States, 
this represents a rise of well over 
one-quarter over the comparable 


1955 figure of £292 millions. 
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Relief from Germany ? 


Germany recently accepted a high- 
level OEEC recommendation that 
one immediate way of easing the 
strain of its surplus on European 
payments would be to accelerate 
repayment of its post-war debts. 
Discussions to this end have been 
proceeding with Britain for some 
time, but the German authorities 
have succeeded in making remark- 
ably heavy weather of them. They 
have not yet produced an offer that 
Britain can seriously consider. The 
debts originally totalled just over 
£200 millions; in the general settle- 
ment of German debts of 1953, 
Britain wrote the principal down to 
£150 millions and waived all claims 
to interest. The annual repayment 
is now £72 millions; since 1954 this 
has been offset against Britain’s 
obligation to Germany under the 
funding of accumulated debts to the 
European Payments Union.  Ger- 
many’s outstanding debt has thereby 
been reduced to £120 millions. 

The best offer made by Germany 
has been for advance payment—at 
a substantial cash discount—of five 
years’ instalment of the debt. 
modest immediate relief that this 
would give to Britain’s reserves 
would be quickly followed by an 
increase in current strain, as the 
German portion of the EPU debt 
would no longer be offset. British 
officials are therefore looking to a 
very much larger offer. 

Britain is also to press Germany 
for a larger contribution to the 
support costs of its forces while the 
build-up of German forces lags 
behind the agreed schedule—on the 
basis of which Germany’s contri- 
bution to support costs for the 
current year was reduced, after 
months of bargaining, from £70 
millions to £34 millions. The Chan- 
cellor intimated at last month’s Paris 
meeting of the North Atlantic Treaty 
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powers that he was anxious to 
secure early relief for the present 
foreign exchange cost to Britain of 
keeping its troops in Germany, esti- 
mated at about £36 millions a year. 


Falling Bill Rates 


A marked easing of bill rates set 
in during the fortnight before the 
holiday, contrary to the customary 
year-end experience. After rising 
slightly at the first December tender, 
to nearly 536 per cent, the average 
allotment rate for 91-day ‘Treasury 
bills dropped in the ensuing fort- 
night to 4% per cent. This com- 
pares with 54 per cent in mid- 
October (the highest point reached 
during the fourth quarter of the 
year), and is easily the lowest rate 
since Bank rate was raised to 5} per 
cent in mid-February. It is too soon 
to draw the conclusion that this 
marks the beginning of the more 
general easing of interest rates for 
which some City quarters hope: it 
is not easy to see how the authorities 


scan reconcile it with Mr Macmillan’s 
reafhrmation of the need to keep 


monetary policy firm. 

Its immediate cause, aside from 
these hopes, was in some degree 
‘“technical’’. In the eight weeks 
dating from end-October, the Treas- 
ury had been following its 1955 
precedent by splitting the weekly 
offerings of Treasury bills between 
91- and 63-day bills, in order to 
concentrate maturities into the heavy 
tax-gathering weeks now starting. 
The 63-day bills make virtually no 
appeal to the “ outside”’ tenderers 
for bills; hence these offerings—made 
in greater volume than in 1955, and 
almost wholly taken up by the dis- 
count houses—had had the effect of 
reducing market portfolios of 91-day 
bills abnormally. This made the dis- 
count houses the more determined 
to secure good allotments of 91-day 
paper when the shorter issues ceased. 
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Scots Banks’ Profits— 


The three Scottish banks that 
draw up their balance sheets in the 
autumn—the British Linen Bank, 
on September 30, the Commercial 
Bank of Scotland, on October 27, 
and the National Bank of Scotland, 
on November 1—have been affected 
unfavourably by the first full year 
of dear money. They have, of course, 
benefited from the rise in rates on 
advances, bills and call loans in the 
london money market; but they 
have suffered more than the English 
banks from the concomitant rise in 
rates paid on deposit accounts. The 
Scottish banks do not publish the 
division of current and deposit 
accounts, but the proportion of 
deposit accounts is known to be 
considerably higher than the 37 per 
cent that now obtains at the clearing 
banks; the proportion at the British 
[Linen Bank is this year stated by 
lord Airlie, the Governor, to be 
one-half. 

None of the three banks shows 
any large change in deposits or ad- 
vances; and the net effect of the 
higher money rates, combined with 
the rise in administrative costs, has 
tended to reduce profit margins. 
The National Bank, indeed, shows 





a small increase in net profits, by 
£7,000 to £343,000; but the British 
Linen shows a decline of £9,000 to 
£291,000. The profits of the Com- 
mercial Bank are enveloped in the 
consolidated profit shown for the 
bank and its hire-purchase sub- 
sidiary companies: this is up by 
£15,000 to £488,000, but Lord 
Rotherwick, the chairman of the 
group, states flatly that “ banking 
profits have fallen”. ‘The amount 
of hire-purchase business has fallen 
off in the second year of this new 
venture in British banking, but the 
amount advanced on hire-purchase 
contracts has risen from {7.0 mil- 
lions to £8.8 millions; the whole of 
the increase occurred before the 
tightening of hire-purchase restric- 
tions in February. Lord Rotherwick 
now announces a further innovation 
in British banking practice: the 
Commercial Bank has set up a full 
investment service, which includes 
management of portfolios. 


—and Investment Depreciation 


Not surprisingly in this year of 
weakness in gilt-edged, each of the 
three banks has suffered a further 
depreciation in the market value of 
its investment portfolio, but these 
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have apparently not been written 
down by drafts on inner reserves or 
profits. The banks have retained the 
formula adopted last year, showing 
investments at or under cost and 
below redemption price, and dis- 
closing the lower market value in 
marginal notes. ‘The Commercial 
Bank of Scotland shows on this basis 
a depreciation of {3.8 millions (7.6 
per cent); the National Bank of Scot- 
land shows £3.7 millions (7.2 per 
cent); while the British Linen Bank, 
making up its books a month earlier, 


shows {2.2 millions (5.5 per cent). 


Good Year for Barclays DCO 


Barclays Bank DCO reports a 
striking recovery in its liquidity in 
its accounting year to September 30, 
and an increase in its deposits of {28.5 
millions, to a total of £537 millions, 
compared with the increase of £15 
millions in 1954-55. The bank’s 
physical expansion was still more 
marked: in May the thousandth 
branch office was opened, in Kenya, 
and in the year as a whole 110 new 
branches were opened. Recently, 
the bank has suffered the sequestra- 
tion of all its 46 offices in Egypt; 
and the ultimate fate of the Egyptian 
assets and business is now in the 
balance. But the interests of Bar- 
clays DCO, of course, are diffused 
pver an unusually wide range, 
throughout Africa and the West 
Indies. 

Advances declined by {10.5 mil- 
lions to £208.2 millions; the chair- 
man, Mr Julian Crossley, states that 
the fall was experienced only in the 
last few months of the accounting 
year. But since then the trend is 
likely to have been reversed by the 
increases in commodity prices and 


the shipping delays. The bank’s 


investment portfolio was expanded 
by £11.4 millions, to £116.6 mil- 
lions, and 1s again shown “ at under 
cost and below market value’. The 





year’s net profit, after taxation and 
transfers to inner reserves, rose by 
£109,000 to £1,261,000. 

The rate of dividend is maintained 
at 8 per cent for the year, but the 
payment is increased by the ranking 
of the one-for-five scrip issue of mid- 
1955. This raised total capital to 
£12.9 millions (compared with £9} 
millions at the beginning of 1954, 
since when the effective dividend 
rate has risen from 8 to 11.2 per 
cent). The bank’s maximum author- 
ized capital is only £15 millions, and 
the directors have put forward, as a 
precautionary measure, a proposal 
to raise it to £30 millions. This is 
being embodied in an amending bill 
to the Colonial Bank Act of 1925, 
under which Barclays DCO operates. 


Bank Capital Streamlined 
The National Bank of New Zea- 


land is to follow the example of 
Lloyds Bank, to which it is affliated, 
in cancelling the uncalled liability 
on its shares and foreshadowing a 
/rise in its dividend. On the present 
capital of 2,400,000 £2 10s shares, 
{1 paid, a further 5s a share is to 


‘be paid-up by capitalizing £600,000 


from general reserve (which will be 
restored from contingencies); the 
remainder uncalled is to be can- 
celled; and the resulting {1 5s 
fully-paid shares will be converted 
into 3,000,000 fully-paid shares of 
f1—changes that should improve 
marketability. 

The directors intend to pay on the 
increased capital a final dividend of 
5 per cent, compared with last year’s 
final of 6 per cent. This brings this 
year’s total payment to 9. per cent, 
equivalent to 10} per cent on the 
existing capital, compared with 
earlier payments of 10 per cent. 
If the 9 per cent rate is repeated 
on the new capital for a full year, 
this would be equivalent to 11} per 
cent on present capital. 











Deflation after Suez? 


ILL the legacy of this crisis, when trafic has begun to flow 
again through the Canal, be a new burden of inflation, or 
will it reinforce the disinflationary tendencies that were just 
discernible before the crisis and, in the view of many, then 
seemed likely to go further ? This question, aside from the similar one about 
the balance of forces during the phase of dislocation, will evidently be one of 
the big economic issues of 1957, and it is already plain that opinion will 
be sharply divided. ‘To take a dogmatic attitude now, before even the 
short-term effects of the crisis can be reliably predicted, would be unwise. 
But, when the issue is of such far-reaching importance, businessmen and 
investors cannot simply suspend all judgment until ample data are available. 
Most of. them, like the Government, will be obliged to make a tentative 
assessment—and the Government must do so very soon, for the purpose 
of the coming budget. ‘This article examines the latest developments in 
the crisis from this point of view, and then draws attention to the interplay 
of forces that will determine the eventual effects. 

The Government, understandably, has not yet voiced any opinion upon 
the major issue, but the first-aid measures announced by Mr Macmillan 
early last month strongly suggested that he is working on the assumption 
that inflationary forces will predominate during this present phase. It 
would be wrong, however, to read too much into the arguments by which 
these measures were presented. The severity of the loss of gold during 
November, surpassing the worst expectations, showed that by far the most 
immediately *menacing consequence of the crisis was the run upon sterling. 
The rate of strain put upon the reserves by speculative forces was over- 
whelmingly greater than that likely to arise, at worst, from the purchases 
of American oil, loss of oil revenues, and other less direct pressures. It 
was imperative to repel this assault, and the Chancellor’s measures and 
arguments were directed almost exclusively to this end. 

The major action, the imaginative mobilization of reinforcements imme- 
diately the necessary co-operation was offered by the United States Govern- 
ment, is described in detail in the following article, which also traces the 
reassuring response in the exchange markets and considers the short-run 
prospect for the reserves. But if excessive inroads into the new resources 
were to be avoided, the Government dared not risk giving the impression 
that sterling was to be defended solely by drafts on emergency reserves and 
credits—nor, in that event, would the aid have been likely to have been 
either so massive or so astonishingly swift. In Mr Macmillan’s own stark 
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phrase, it would not be “ right” to ‘ do the whole thing on tick”’. It had 
to be demonstrated that the Government would vigorously combat .any 
fundamental deterioration; and whether or not it already believed that 
inflationary dangers lay ahead, it was obliged to show its readiness to take 
unpalatable domestic action if such dangers do arise. 

With this object in view, the Chancellor implied that he would have 
raised income tax forthwith had it not been for the technical effects of 
pay-as-you-earn, which make it impossible to raise the tax at this season 
without “serious difficulties and hardship ’’; but he added that he ‘“ must 
warn the House and inform the world that the Government will not hesitate 
to use this weapon, if needed, when the time comes ”’. The logical course, 
if general disinflationary pressure through an increase in income tax was 
thought immediately desirable but impracticable, would have been to 
stiffen monetary policy instead. But the Chancellor was content to reafirm 
existing policy—to emphasize that there will be no relaxation of hire- 
purchase restrictions or in the “ critical scrutiny’ by the Capital Issues 
Committee, and to ask the banks and others who provide finance “ to 
restrict effectively the supply of credit’’. It is not suggested, however, 
that they were not doing so already: no new directive has been sent to the 
banks or to the CIC, and no toughening has been observed in the open 
market tactics of the Bank of England. In the ensuing three weeks the 
Treasury bill rate actually fell to its lowest since early February, and a 
modest rise in gilt-edged accompanied the sharp rebound of equities. 


Petrol Tax and the Plateau 


In default of general measures, it was almost inevitably upon the petrol 
tax that the choice fell, in the search for some immediate gesture of dis- 
inflation and an earnest of future determination. ‘The Chancellor’s explana- 
tion of his increase in this tax (from 2s 6d to 3s 6d a gallon) is intriguing. 
He put first the desirability of guarding the oil supply “ effectively by 
taxation as well as by rationing ’’—and thus flew in the face of his own 
oft-repeated arguments in defence of his price-plateau, which had to rest 
on the hypothesis that the psychological effects of rising prices are more 
inflation-making than the undue encouragement of consumption by keeping 
prices down arbitrarily. Public opinion now seemingly thinks more highly 
of the plateau than does the Chancellor, for this same sort of hypothesis 
has become the basis for a widespread attack upon the tax. In this context 
Mr Macmillan deserves full marks for courage, but none for consistency. 
The special merit of this tax as an anti-inflationary device lies in the fact 
that, except in its impact upon the private motorist (where it will neatly 
mop up at source much of the spending power released by the petrol 
shortage), it is very widely diffused, mostly falling upon the consumer 
through bus fares and through many tiny increments of industrial costs. 
The Chancellor estimated that its total direct and indirect effects upon the 
retail price index should be less than three-quarters of a point; but instead 
of defending it on these grounds as an efficient general disinflationary 
device, he proceeded to undermine it by begging the business community 
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in profits. 

From this it might be deduced that Mr Macmillan thought it more 
important to make a disinflationary gesture than to take any effective action. 
Yet the Government still hopes that the oil shortage can be accommodated 
without any substantial decline in industrial production, in spite of the 
difficulties of arranging smooth switches of industrial transport from road 
to rail, and in spite of the fears aroused in the business world by the delay 
in determining supplementary allocations of fuel for commercial transport. 
The Minister of Labour stated on December 6 that about 40,000 workers 
were on short-time and 1,500 had been declared redundant as a result of 
the oil restrictions, most of them in the motor industry and its ancillaries; 
and he expected ‘“‘ some further effect’’ in those industries and in road 
haulage.* But he believed that elsewhere there would not be any “ very 
formidable effect on redundancy’. Nor, apparently, does the Government 
expect the shipping dislocation to be such as to produce any significant 
frustration of exports. If these hopes are justified, then even in the short 
run the balance of crisis influences is likely to have an inflationary tilt. 


Falling Output may be Inflationary 


This does not mean, as many people suppose, that a slackening of 
production is in these conditions disinfiationary. Even a_ substantial 
decline, unless caused by frustration of exports, would not have this effect 
directly. Since its cause would be not a failure of demand but sheer 
physical dislocation, it could not directly ease the pressure of demand 
upon resources unless the consumption of the workers and proprietors 
atfected declined more steeply still; and that would be most improbable. 
On the contrary, in what was regarded as a temporary emergency, the 
tendency would be to prefer short-time working to outright dismissals so 
far as possible, so that the inflationary tilt would probably be more marked 
than if the fall in output had not taken place. The opposite view now 
widely held has to depend exclusively upon the possible indirect effects— 
upon the assumption that the pressure upon the businesses immediately 
affected and the loss of confidence elsewhere would cause a prompt and 
considerable curtailment of capital outlays and perhaps a tightening of 
consumers’ purse-strings as well. Any such spontaneous decline in demand 
in the short run is most unlikely to be strong enough to tilt the balance in 
the opposite direction unless the dislocation of production becomes seriously 
cumulative, in the sense that the shortage of oil and of other imported 
supplies leads to many other shortages of intermediate products. 

In the meantime, the fear of such developments, which is being reinforced 
by the special troubles in the automobile industries, may exert an important 
effect upon the attitude of labour towards rising prices. The modest but 
significant change that had occurred even before the crisis in the general 
business climate had shown the unions—outside the sheltered industries, 





_* By December 15 the resultant short-time had risen to 46,000, or just half of the total 
ot short-time working. 


9 


to try to avoid passing the increase on—if necessary, by “‘ absorbing ’’ it 


i 






























at least—that their bargaining strength was less decisive than it was a year 
or so ago, and there are already signs that they recognise it to have been 
further weakened now. Much will depend upon the course of production 
in the next few months. But the present talk of the stepping-up of wage 
demands in response to actual and anticipated increases in the cost of living 
may be less ominous than it appears.* Employers, confronted on all sides 
by increases in costs—some of them, such as the rise in steel prices, are not 
even presented as temporary ones—and by profit-margins already much 
reduced in most cases, will obviously be still more resistant to wage demands 
than before. But the unions are wisely not rushing their fences: their 
fears for future employment are more influential than all Mr Macmillan’s 
exhortations, and in spite of his equivocal attitude to the “ plateau ”’ policy, 
they may yet outweigh labour’s indignation over the petrol tax. If an 
undue round of wage increases can be avoided, or even delayed, the rise in 
prices should enforce a perceptible cut in real demand—though part of it 
will doubtless be financed from savings, including profits. 

The other possibility of early relief, through a more cautious attitude 
towards capital outlays, depends much less upon the immediate course of 
the crisis than upon opinions about the business prospect in the longer run. 
The one short-term factor that might be influential would be the hope that 
the increases in prices of particular materials would prove to be only tem- 
porary, thus leading to postponements of purchases for stock. But since 
most primary stocks, especially of imported supplies, are likely to be 
strained in any case by the shipping dislocation, the scope for such voluntary 
reductions is not likely to be large. 


The Future Burden 

The conclusion to which this analysis leads is that only a minor part of 
the economic cost of this crisis can possibly be met while the phase of 
dislocation lasts. ‘The real cost has to be measured not by the incon- 
veniences and even hardships that have to be suffered now, but by the net 
weakening that proves to have taken place in the substance of the economy 
and in its competitive power when the main phase of dislocation ends. 
The criterion for the reckoning will be the balance of payments—past, 
present and future. There will be the drain put upon the reserves and 
upon the special international credit facilities; the deterioration already 
experienced in the balance of payments as a whole, and a possible con- 
tinuance of worsened terms of trade; a running down of certain domestic 
stocks and other strains upon domestic capital that will burden the balance 
of payments in future; and it may be found that Britain’s costs have risen 
further and less reversibly than those of its principal competitors. 

This is the legacy that will have to be borne; it is unquestionably an 
inflationary one, in the sense that each of these sorts of damage will have 
to be made good, because the economy before the crisis was not abundantly 


* This same point is made by Sir Oscar Hobson on page 18, where he also discusses the 


trend of recent wage negotiations. 
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enforced economies while the dislocation lasts may lessen the burden, 
especially by easing the pressure on stocks, but even draconian efforts now 
could not reduce it greatly or alter its inflationary character, however the 
balance tilts in the short run. Beyond a given point, belt-tightening now 
would be futile: the resources released cannot be embodied in a grand 
accumulation of export goods with which to settle the crisis bill as soon as 
shipping is available. ‘That is the justification for not rushing into austere 
measures forthwith, but it does argue for a policy of vigilant restraint. 

The fact that the burden, as such, will be an inflationary one does not, 
however, prove conclusively that the economy is bound to be beset by a 
general climate of inflation. ‘The Government might conceivably decide 
that the work of making-good should be—or even has to be—so spread out 
as to enable the economy to take it in its stride. Or it might be found 
that there were other offsetting influences that enabled the economy to 
carry the load without undue strain. Some commentators are already 
arguing in this optimistic vein. Before glancing at such possibilities it is 
well to note one more dependable source of relief. So long as the state 
of the economy and Government policy command confidence overseas, 
part of the burden will be extinguished automatically and painlessly. 
A substantial proportion of the loss of gold and/or of the drafts on dollar 
credit facilities will be the counterpart of the capital strains on sterling; 
much of these particular losses should eventually be made good by a 
gradual closing of the short positions and a rebuilding of balances, so that 
the repayment of the credits may present less difficulty than might be 
supposed now—if, be it reiterated, overseas confidence is restored. 


Productive Capacity and Investment 


Aside from this, any optimistic view has to rest on the belief that the 
productive capacity of the economy, when the physical constraints dis- 
appear, will be fully equal to the demands put upon it. Arguments are 
already being adduced to show that there will be relief from both sides. 
Certainly, thé fact that the Government’s disinflationary effort has had the 
effect, during the past twelve months, of virtually stabilizing the level of 
industrial production in spite of the rise in capacity produced by past 
investment must mean that a considerable reserve is in hand; and this 
reserve will grow a good deal further in 1957, when the first fruits of the 
investment boom come within reach. It is also being argued, more con- 
troversially, that the investment boom was in any case destined to peter out 
this year, and that the repercussions of the crisis upon business confidence 
imply that there will now be a serious shortfall of new investment outlays 
—even to an extent sufficient to turn the whole climate into a deflationary 
one, given the increase in productive capacity. ‘There is, moreover, the 
possibility that demands will be significantly lessened by the major re- 
shaping of the defence programme that the Government is now hoping to 
achieve as a result of the discussions with the other NATO powers. And 
it is already being suggested that any definite announcement foreshadowing 
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cuts in defence may induce a more cautious attitude among businessmen 
even in spheres beyond defence production. 

To assess the relative weights of these influences is obviously impossible 
at this stage. But one major qualification of any such sanguine reckoning 
is readily apparent. It stems from the immediate plight of the balance of 
payments when the dislocation ends. The Chancellor has said that ever the 
twelve months to mid-1957 the current account as a whole is likely to be 
just in balance; but, since the early part of this period was one of con- 
siderable surplus, this estimate implies that at its end the account will be 
running at a substantial deficit. ‘This means that, unless the present 
deterioration in the terms of trade and the loss of oil revenues (not to 
mention any loss of other exports) can be expected to be reversed soon 
after the dislocation ends, Britain will be confronted with an urgent and 
probably intractable problem on the balance of payments as a whole— 
quite apart from the more specific problem of the dollar reserves. 

It must be remembered that even bare balance on the external current 
account is equivalent to a substantial threat to sterling. If a recurrence of 
capital pressure is to be avoided, it will be imperative to demonstrate that 
this damage can be quickly made good. At a guess, the minimum goal 
required to sustain external confidence might be an improvement of the 
order of £200-300 millions in the current balance within twelve months, 
construed in terms of annual rates of deficit or surplus. On any reckoning 
the task will be a Herculean one in a period that will imperatively demand 
a major replenishment of stocks; and. without such a replenishment the 
hoped-for increase in production would hardly be feasible. Moreover, is 
it really so sure that, in the absence ‘of new international alarms, business 
confidence will fail so dismally as to provoke a large decline in investment 
demands? None of the regular suryeys of investment outlays and inten- 
tions yet reflects the effects of the oil stoppage; but before the crisis the 
Board of Trade’s sample enquiry (based on responses during the summer) 
gave no sign that any substantial contraction was in prospect. 

In such conditions, nice paper calculations of how comfortable the domestic 
balance could be between prospective demands and potential productive 
capacity could hardly become the guides to policy. Ability to produce is 
not proof of immediate ability to export, and it certainly would not be so 
if the other half of the argument—the general loss of buyers’ confidence— 
proved to be true. Even if output seemed likely to run significantly below 
capacity, the imperative need would not be to give a reflationary stimulus, 
on the model of the Butler budget of 1953, but to prevent a rise in domestic 
costs. The tentative conclusion must be that the case for expecting a 
deflationary climate is very far from proven; and that if, after all, the 
inflationary legacy proves to be less intractable than many people now 
expect, fiscal and monetary policy may still need to be mainly of the kind that 
in the past has been directed against inflation. In the post-war quin- 
quennium we endured what was often called a “ profit-less inflation ”’; 
if after this crisis we face disinflationary slack, it will be one without 
corresponding fiscal reliefs—if not equally profit-less. 
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First Aid for Sterling 


HE new year generally marks the opening of sterling’s phase of 

seasonal strength. This year it marks the building up of the 

exceptional strain on the sterling area’s dollar balance resulting 

from the loss of Middle East oil supplies and their partial replenish- 
ment from the United States, involving perhaps the largest sudden current 
strain that sterling has had to face since the war, with the possible exception 
of the post-Korea commodity boom. Yet, thanks to a dramatic riposte to 
the speculative attack, sterling stands stronger in the exchange markets 
than it did throughout the first month of the crisis, when most estimates 
of the Suez dollar burden were smaller than they have recently been. 

The intense pressures of November represented first and foremost specu- 
lative movements provoked by lack of confidence in the ability of the 
British exchange authorities to defend the sterling parity; the alleviation of 
the capital strain in the second week of last month followed the spectacular 
demonstration by the Chancellor that these fears were misplaced. After 
announcing in his statement to the Commons on December 4 the unex- 
pectedly large November gold loss of $279 millions, Mr Macmillan made 
the flat declaration that ‘‘ we will maintain ”’ the present parity of sterling 

and ‘to this end we will take all necessary action to fortify the reserves 
and to strengthen the internal economy”. ‘To secure relief for and rein- 
forcement of the reserves, the Chancellor stated that he was prepared to 
have resort to all three of the major sources immediately available—Britain’s 
credit facilities at the International Monetary Fund; credit lines with the 
appropriate United States government agency against the pledge of the 
Treasury’s holding of dollar stocks, revealed to have grown to a total 
value of $750-1,000 millions; and the interest waiver on the North American 
loans. 

Especially in conjunction with the firmness displayed by the Chancellor 
in internal policy, by his steep increase in the petrol tax and warning about 
income tax (discussed in our opening article), the announcement of this 
bold mobilization of Britain’s second line of reserves was well received by 
overseas opinion. Admittedly, at this stage the recovery in the exchange 
markets was short-lived—two days after the Chancellor’s statement sterling 
was back to $2.784-3, the point at which it had been maintained, generally 
with official support, almost continuously since the Anglo-French ulti- 
matum at end-October. The real improvement came when, after an 
incredibly swift and helpful response from the American authorities, the 
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world became aware of the massive scale of the reinforcement. ‘The 
release of the whole of Britain’s quota of $1,300 millions in the Inter- 
national Monetary Fund and the line of credit of $500 millions from the 
Export-Import Bank provide together a cushion very nearly as large again 
as the present reserve. Immediate fears that the British exchange authorities 
would not be able to withstand a run on sterling have thus been effectively 
quashed. 

On the news of the IMF release, the spot rate against the dollar jumped 
to $2.782-?; the discount on sterling three months forward dropped from 
about 3 cents to 2 cents, and rates against continental currencies staged an 
equally marked recovery. This was broadly maintained in the second half 
of December, though the discount on forward sterling again widened. 
But while it is still too early to be certain that the tide of confidence has 
been turned, there can be no doubt about the measure of the achievement 
in halting the bear attack. 

The extent of that attack was apparently even greater than might at first 
glance be deduced from the actual November gold loss. ‘The fall of $279 
millions in the reserves was computed after the sale of just over half the 
Treasury’s holding of $60 millions of short-term US Government bonds, 
and the fact that the settlement with the European Payments Union is 
one month in arrear also caused it to be understated. ‘The November 
gold settlement was $28 millions, whilst the November deficit was {£24 
millions, settled 75 per cent in gold in December by a payment of $50 
millions. If adjustment is made for these influences and for the $4 millions 
received in defence aid, the dollar deficit on a current basis comes out at 
$335 millions. The great bulk of this must be attributed to the specu- 
lative capital pressures; although a substantial volume of American ship- 
ments of oil was arranged in November, oil payments did not account for 
a large part of the month’s dollar deficit. Indeed, even on the basis of 
some of the more pessimistic guesses of the ultimate monthly oil burden, 
last month’s dollar strain was equivalent to the carrying of that burden for 
well over six months. That is some measure of how far the inescapable 
future strains were anticipated by the November speculative attack. More- 
over, a strong psychological pressure had been exerted against sterling 
during the preceding three months, from the moment of the seizure of the 
Canal at end-July. If the $177 millions of gold received from the sale of 
the Trinidad Oil company is left out of the reckoning, together with other 
special credits and debits, the drain on the reserves over the four months 
is seen to have been no less than $651 millions, or well over one-quarter, 
and thus was comparable with that experienced in the pre-devaluation run 
of 1949 and in 1951-52. At end-November the reserves were down to 
$1,965 millions, their lowest since the end of 1952. And, in the absence of 
special action, December would have been bound to show another huge loss. 

Now, of course, the picture has been transformed by the crediting of part 
of the reinforcements—dollars purchased for sterling from the International 
Monetary Fund. Last month’s drawing was $561} millions, comprising 
Britain’s gold tranche of $236} millions and its first credit tranche of $325 
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millions (25 per cent of the quota of $1,300 millions). Even on the basis 
of the liberal policy pursued by the Fund in recent years, it had been 
generally believed that this represented the limit of Britain’s facilities in a 
period of twelve months. In fact, the Fund has released the whole of the 
remainder of the quota, i.e. $7384 millions, as a stand-by credit, which 
may be drawn upon automatically at any time in the next year (after which 
it is subject to renewal). 

This is by far the largest transaction ever undertaken by the Fund, and 
the first that releases 100 per cent of the quota at a single stroke. In the 
articles of agreement, it may be recalled, the general stipulation was that 
a country’s drawings were not to exceed 25 per cent of its quota. That limi- 
tation has been generally eased in recent years by the introduction of the 
stand-by credits and by releases under the gold tranche. ‘The response to 


THE DRAIN IN PERSPECTIVE 


(% millions) 


Com- Special 
mercial US Payments Change Reserves 
Dollar Aid or in at End 
Balance* Receiptst Reserves of Period 
Suez 
1956: 
August. : = a .. — 119 4 — 14 — 129 2,276 
September... - .. = 128 3 +177 - §2 2,328 
October i ys. 9] 7 = — 84 2,244 
November oe ss .. -— 313 4 t+ 30 - 279 1,965 
Four months .. - .. — 651 18 193 440) 1,965 
Summer, 1955 
Three months: 
July, August, September _... 345 10 = 335 2,345 
Korean aftermath 
Ten months: 
July, 1951-April, 1952 .. —2,284 79 — ~ 2,205 1,662 


Pre-devaluation 
Five and a half months: 
March 31-Sept 18, 1949 »» 1,265 - 624} +- $9] —- 582 1,330 
* Including se@tlement with European Payments Union (shown separately on page 68), 
relating to balance in previous month. fT Detailed on page 68. f{ Relates to six months, 
March 31-September 30. 


Britain’s application breaks new ground; and, the immediate crisis apart, 
it is a good omen for the Fund as a larger reserve of international liquidity 
than has hitherto been believed. However, the significance of the move as 
a precedent is obviously limited by the very special circumstances of the 
case and the big political influences in the decision. 

Sterling’s second reinforcement, the $500 million line of credit from the 
i:xport-Import Bank, is available to finance purchases of a range of specified 
commodities from the United States; these include oil, coal, tobacco, wheat 
and steel. Normally, the Bank confines its credits to the purchase of 
capital goods. Another departure from the usual Exim practice is marked 
by the securing of the credit against specific collateral, the Treasury’s 
dollar securities pledged on Britain’s initiative. The credit is technically 
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available for a period of twelve months, after which any remaining facilities 
could doubtless be renewed without difficulty. It is understood that 
Britain will make substantial drawings in the next few months in order to 
keep reserves in the shop window. 

The reserves have not, however, yet derived any relief from the request 
for the waiver. The $103.8 millions of interest on the United States and 
Canadian post-war loans has been paid into a dollar suspense account, 
pending the sanction of Congress. The US Administration appears to 
have little doubt that its recommendation will be approved, in the form of 
a re-interpretation of the out-dated clauses in the 1945 agreement (detailed 
in The Banker last month) to apply the spirit of the agreement to current 
conditions. If Congress is thus amenable, Britain may have found the 
one opportunity—given the swift change in the attitude of the US Adminis- 
tration once the issue of withdrawal from Egypt had been resolved, and 
given the simultaneous strong reinforcement of the reserves—for solving 
this delicate problem without doing more harm than good to sterling. 
Britain has, of course, paid the capital instalment, totalling $71.7 millions, 
on the two loans in the ordinary way. The total special charges on last 
month’s reserves, including the suspense payment and EPU, have been 
just over $240 millions. 

The interest charges on the dollar credits are moderate by present 
standards—though large by the standards of the immediate post-war years, 
when the 2 per cent on the American loan to Britain was regarded in this 
country as extortionate. ‘The rate on the Exim credit is 43 per cent; this 
compares favourably with the level of around 54 per cent to which the 
Bank has raised its general rate in recent years. Credits drawn are to be 
repaid in nine half-yearly instalments beginning three years after each dis- 
bursement. ‘The charges on the IMF credits are still further below current 
market rates. On the $2364 millions drawn against the gold tranche, 
Britain will pay only a service charge of } per cent; on the remaining $325 
millions drawn, this is supplemented by a scale of interest charges rising 
from 2 per cent after the first three months to 34 per cent after two and 
a half years; Britain has intimated that it will repay within three years. On 
this basis the annual charge in the first year would amount to $7.7 millions 
(including service charges), in the second year to $7.3 millions, and in the 
third year to $10.6 millions. In addition, there is an annual service charge 
of } per cent on the standby facility; if this were drawn, interest would be 
payable at the rates outlined up to the first 50 per cent of the quota, and 
at a rather higher scale beyond that. 

The massive backing for the reserves is thus being obtained at a modest 
cost, especially if recourse to the Fund standby facility is avoided. Im- 
mediately the present phase of dislocation is over, it will be necessary to look 
to the burden of repayment, first of the IMF credit, and then, after three 
years, of the Exim credit. But it can be hoped that if Britain now succeeds 
in re-establishing long-term confidence in sterling, a large source of relief 
should flow from the backwash of the recent speculative hedging against 
sterling, as the short accounts are covered. 
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Hope for the Convalescent 


T is a year ago this month since | started to write this commentary 

for The Banker. ‘Though the New Year is supposed to be a time for 

looking forward, I can hardly, therefore, avoid beginning this article 

by looking backward. I have to confess that the events of 1956 have 
not been particularly flattering to my powers of prevision. But neither, on 
the other hand, have they been particularly unflattering. ‘Twelve months 
ago I looked on 1956 as likely to prove a year of increasing economic strain 
culminating in a showdown on the wages issue and a collapse of the industrial 
boom. ‘The increasing pressure of the credit squeeze would, I thought, 
lead first to large-scale labour disputes and finally to the end of overfull 
employment and the bursting of the inflationary balloon. 

For the first seven months of the year it continued to look extremely 
likely that this forecast would be borne out. The squeeze was becoming 
increasingly effective. Signs that the industrial profits cycle had turned 
downwards began to multiply. Collapse of the demand for motor cars in 
both domestie and export markets led to layings-off, short-time working 
and strikes. At the same time all the great trade unions were formulating 
new wage claims for larger advances than those granted only a few months 
earlier. 

[t looked as though the showdown would come in the closing months of 
the year. And, of course, a showdown did come, but not from the direction 
expected ! No one foresaw or could have foreseen Nasser’s seizure of the 
Suez Canal or the tangled complex of events which would follow. 

The price to be paid for the Suez episode is not light. Exactly how high 
it will be we do not yet know, since the time the freeing of the Canal will 
take is still uncertain. Nor do we know whether the price to be paid will 
be judged hereafter as too high or not. We do not know that because we 
do not know (a) what would have happened in the Middle East if Britain 
and France had not intervened when Israel attacked Egypt, and (6) how 
far that intervention will be successful in activating the United Nations 
and turning it from a talking shop into an agency for effective international 


17 














action. On point (a) there can, in the nature of things, never be complete 
certainty, though it may be that fuller knowledge of the facts may provide 
better tests of the wisdom of the Eden Government’s action than are 
available at the present moment. But whether or not the UN will be able 
to deal effectively with the problems of the Canal and the preservation of 
peace in the Middle East, we should be able to judge within a few months. 
If it can only establish a reasonably secure system of international control 
of the Canal, the cost of the Suez adventure may have been worth while; 
if the Canal is open for navigation in the spring it will not, looking back, 
seem enormous. 


Wages Threat Less Menacing ? 


As for our domestic economic situation, the Suez showdown does seem 
to have put off, if not permanently called off, the threatened showdown on 
wages. ‘The temper of trade unionism seems to have undergone a remark- 
able sea change since the Brighton Conference of September. Mr Cousins 
may not be cooing like a turtle dove, but he is no longer roaring like a lion. 
[t now looks as though the present round of wage claims may be settled 
amicably on terms which are not plainly incompatible with the main- 
tenance of the present parity of sterling. To be sure, even a 3 per cent 
addition to the wage bill seems a dangerous extra burden to assume at the 
present time. But it is of a different order of magnitude from the 10 to 
15 per cent of the claims and even from the 6 or 7 per cent of the last round. 
Allowing for the natural growth of productivity due to fructifying new 
investment and given some abatement of overtime working, which seems 
likely, it is not unreasonable to hope that it can be absorbed without leading 
to a commensurate increase in costs. 

In January of last year I concluded my article by expressing the fear 
that we should have “a rough passage in 1956”’ and the hope that we 
should be “‘ back into smoother waters in 1957 Well, we have had the 
rough passage all right. But what about the smoother waters ? There is 
certainly not much sign of them at the moment—and yet I am certainly 
not without hope that we may sail into them in a few months’ time. But 
we shall not do it if we handle the ship as though we were already out of 
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the stormy seas—which is what some counsellors are advising. Mr Roy 
Harrod is one of these. He wants “ credit relaxation now’’. In a recent 
article in the Financial Times (and also in earlier articles) he argued that 
we are now in “‘ an economic situation that from a material point of view 
is, on balance, deflationary ”’. 

That is a heavily qualified judgment on which to base a plea for a relaxation 
of credit control. I agree with the qualifications but not with the con- 
clusion. That is to say, I think that no judgment of the present economic 
situation in this country would be deserving of much respect unless it were 
qualified. The situation contains both deflationary and inflationary ele- 
ments. Unlike Mr Harrod, I believe that the inflationary still predominate. 
[ should amend his proposition as follows: We are now in an economic 
situation that from both material and psychological points of view is, on 
balance, inflationary. Mr Harrod agrees that there are still present symp- 
toms of the inflationary process—price increases, shortages, delivery delays. 
But he says “the essence of inflation is an excess of over-all demand ”’ 
and he sees “ no rising curve of expenditure in prospect’. With a declining 
supply of available goods there does not need to be a rising curve of expendi- 
ture to produce inflation. But it seems to me that the curve is still rising. 
[Incomes are still increasing even though at a slower rate than heretofore. 
\Wage rates are still upward bound. Despite short-time in the motor and 
some ancillary industries, there is still overfull employment. In mid- 
November there were still substantially more jobs unfilled than unem- 
ployed workers to fill them. Surely that fact is conclusive evidence of 

excess of over-all demand”. Yet Mr Harrod makes no reference 
to it—the word ‘‘ employment ”’ is strangely absent from his article. 


The Urge to Inflation 

it may be that the state of overfull employment will, within the next 
month or two, change into oné of barely full employment. My economic 
hopes for 1957 are rooted in the hypothesis that it will. It may even be 
that if undue and unwarrantable delays occur in the restoration of the 
Suez Canal, a*state of under-employment might develop which would 
justify a temporary reduction in the Bank rate or some other form of 
reflation. Even if that were so, I am convinced that the besetting danger 
is still inflation and not deflation. In my amendment of Mr Harrod’s 
proposition about our present economic state, I added the word “ psycho- 
logical’ to “‘ material ’’. I did so because I feel that, whatever fluctuations 
there may be in the coming months in employment and demand, the under- 
lying, latent, forces are inflationary. ‘The urge for improved living standards 
and for industrial expansion is basically still tremendous. And, of course, 
it is good that it is so since there can be no material advancement without 
the will, the ambition, the zest to have it. 

But the forces of material progress need the control and co-ordination of 
monetary discipline. That is the basic lesson that the world, and particu- 
larly we Britons, have been painfully trying to learn in the past ten years. 
[ believe that we are making some progress in the task. My hopes for 
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1957 are conditioned by the assumption that the Chancellor will not be 
diverted by shallow and interested pleas into premature slackening of the 
reins of monetary control. 

I applaud the financial measures he has recently taken. As much as 
possible of the costs of the oil shortage and the other Suez dislocations 
has to be met now. Mr Macmillan was right, as well as courageous, in 
raising the tax on petrol, so that the Exchequer’s loss of revenue should 
be limited and the spilling over of the frustrated demand for petrol into 
other objects of expenditure prevented. He was right to give the warning 
that he would keep the budget in true balance even at the cost of increasing 
the income tax next April. We are, indeed, overtaxed, but there is no 
future at all in reducing taxation unless and until we reduce expenditure. 

Mr Macmillan was right, too, in his measures for strengthening and 
mobilizing the reserves—though I would have preferred that the interest 
‘““ waiver” (even though it represents the one genuine “ saving’) should 
have been left alone. If the fiduciary benefits of an ample display of goods 
in the shop window are to be reaped, it is essential that the window-dresser 
should not go about his task half-heartedly. Mr Macmillan avoided that 
mistake and from the subsequent recovery of the exchange it looks as 
though he has got his reward. It is true, indeed, that all he has done has 
been to borrow or to arrange to borrow, and that what is borrowed has 
some time to be paid back. Yet, in so far as the drain on the gold reserve 
has been caused by a flight from sterling, we are only borrowing anew in 
order to pay back old borrowings. And, in so far as the new borrowing 
succeeds in reviving confidence in sterling and encourages our old creditors 
to replace their credits, it ought not to be too difficult to repay the new loans. 


Sterling in 1957 


In other words, the crux of the whole matter is the balance of payments 
and the effect that the Suez adventure has had and will have on it. Mr 
Macmillan was reassuring on that point. He said—and one can only hope 
that he is right—that over the twelve months July, 1956, to June, 1957, 
the UK balance of payments could be expected to be roughly in balance, 
allowing for the Suez costs. For the dollar reserves and the stability of 
sterling, the payments balance of the remainder of the sterling area is no 
less relevant than that of the United Kingdom. One would suppose that 
the rising prices of most of the main dollar-earning commodities of the 
Commonwealth, notably rubber, tin and wool, must be helpful to the 
RSA’s composite balance with the non-sterling world. ‘The recent improve- 
ment in Australia’s external finances is in particular surely a bull point for 
sterling.* Taking it altogether, therefore, I confess that I feel far from 
despondent about the outlook for 1957—always assuming that a firm hand 
is kept on our finances. 

In that connection, Mr Harold Wilson’s statement in the House on the 
occasion of Mr Macmillan’s announcement of his arrangements for 
strengthening the reserves, that the Opposition would support the Govern- 





* Details of this improvement are set out and discussed in the article on p. 28.—EpDITOR. 
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ment on these arrangements, seemed encouraging as opening up the 
possibility of a bi-partisan monetary policy. 

{| am bound to say, however, that my encouragement rapidly waned 
when a day or two later I read Mr Wilson’s article in the News of the World 
on what he would do if he were Chancellor. If Mr Wilson had been in 
\Ilr Macmillan’s shoes he would not, I gather, have put the extra tax on 
oil, but he would have cut Defence costs and clapped on controls on 
building. As for credit policy, yes, he was in favour of that provided it 
did not mean “ cripplingly ”’ high rates of interest. 


Rejoinder to the Other Harold 


As a policy for meeting the exigencies of the present situation, this leaves 
much to be desired. Cut defence and curb building—fine. But neither is 
going to help us over the next six months. About defence there is, indeed, 
much rethinking to be done, but to jump to hasty decisions because of 
what has happened at Suez would be folly which we should probably live 
to regret. As for building controls, there are signs that, as a result of the 
credit squeeze and the high rate of interest, building is now beginning to 
control itself. To start a new apparatus of licensing now, apart from its 
inherent wastefulness, is going to achieve little. (Incidentally, Mr Wilson 
forgot to remind us that the immediate result of both defence cuts and 
building controls would be redundancy and unemployment.) So we are 
left with Mr Wilson’s objection to the petrol tax, that it is inflationary, and 
his reservation on monetary policy, that it must not mean high rates of 
interest. 

Well, of course, the higher petrol tax is not inflationary. The rise in 
price of a scarce commodity is not inflationary but counter-inflationary. It 
prevents demand, frustrated by the scarcity of the particular commodity, 
fastening on to other commodities and so spreading scarcity and higher 
prices. Without the petrol tax or some alternative the balance of the 
budget would have been disturbed. Mr Wilson suggested no alternative. 
It he had been Ghancellor he would, apparently, have acquiesced in a further 
dose of inflation in the mistaken belief that he was checking inflation. The 
Chancellor Presumptive of the next Labour Government still believes in 
plugging the thermometer as the cure for a temperature. 

As for monetary policy without cripplingly high rates of interest, | would 
have liked to hear from Mr Wilson whether he considers the present level 
of rates to come within the scope of the indictment. Leading bankers 
assure me that if the credit squeeze were off, they would be inundated with 
demands for more accommodation at current rates. Industry evidently 

does not feel the rates based on a 54 per cent Bank rate to be crippling. 
Does Mr Wilson? I think he might have told us. 

linally, my forecast for 1957 in a nutshell. Subject to conditions, a 
year of steady improvement. The conditions? No bad new bust-up in 
the Middle East or Eastern Europe. No American slump. No premature 
relaxation of monetary control. And no Labour Government. I do not 
think a convalescent pound could stand that. 
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Can India Aftord the 
Five-Year Plan ? 


By PAUL BAREAU 


NEW DELHI, Mid-December 


HILE the most recent strains on sterling and the reserves 
have plainly been attributable primarily to the special and 
overwhelming influence of the Suez uncertainties, a smaller 
ingredient that has been marked for some months has been 
the deterioration in the current balance of payments of some countries in 
the overseas sterling area. ‘This, moreover, is not a temporary influence, 
but rather one that must be expected to gather force. It derives largely 
from the frenzy of capital development that has seized large parts of the 
sterling world—quickly imparting increased pressures on the countries’ 
external payments and on Britain’s ‘central gold and dollar reserves. 

The greatest such pressure in recent months has come from India, and 
this in particular is in danger of mounting in the months and years ahead. 
But the Federation of Rhodesia and Nyasaland is similarly if not as spec- 
tacularly engaged; and ambitious plans are already being prepared in the 
prospective new dominions of West Africa, Malaya and, looming more 
distantly ahead, the West Indies. ‘These countries may shortly decide that 
it is time to spend on development projects a large part of the huge balances 
that they have built up in London—which in the post-war years have 
provided such significant relief to Britain and the independent members of 
the sterling area. Over the next few years the sterling area 1s likely to see 
a collective capital boom of major proportions; and a part of the burden in 
foreign exchange, though by no means the whole of it, will fall on the 
central reserve. ‘The special importance of India now is that its great 
experiment in rapid industrialization within a democratic political frame- 
work is likely to be a test case: if successful, it must surely be followed by 
the many countries with similar aspirations. 

India is now in the first flush of its second five-year plan. The first 
of these plans, launched in 1950, comprised very little more than the 
assembling of projects that were already in train in 1950. It envisaged a 
total capital expenditure of 2,356 crores of rupees (equivalent to £1,767 
millions), of which 28 per cent was devoted to irrigation and power, 24 per 
cent to communications, 23 per cent to social services and 16 per cent to 
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agriculture, leaving only 9 per cent for industry and miscellaneous projects. 
The plan was conceived in the atmosphere of Korean inflation, and that 
was one of the reasons why it was modest in relation to the hopes raised 
after independence. It was not centralized planning but an exercise in 
national accountancy, gathering together the diverse activities in the public 
sector of the economy. Most of the plan’s objectives were attained and 
passed. 

This unspectacular success of the cautious first five-year plan was a 
major influence in the formulation of the second plan. In the revised 
version of this plan* total expenditure was raised to 4,800 crores of rupees 
(£3,600 millions); and a higher proportion of the larger total was devoted to 
industry (19 per cent compared with 17 per cent in the first plan) and to 
communications (29 per cent against 24 per cent). Now the total has been 
revised once again, to 5,300 crores, not as a result of a further elaboration 
of the plan but as a reflection of inflation of prices both in India and in 
the countries supplying capital equipment. 

The second plan is, however, primed by more dynamic impulses than the 
mere desire to improve on the first. Above all it is stimulated by the 
challenge of Communist China which, by a very different route, has set out 
to make itself the first industrial power of Asia. ‘The plan must also be 
judged in terms of the abysmal poverty of the Indian people and of the 
continuing pressure of a rapidly expanding population on an agriculture 
hag-ridden by methods and fetishes that have hardly changed for two 
thousand years. The average annual income per head in India at the 
beginning of the first plan was £19. It is now £23 (at constant 1952-53 
prices), and even by the end of the second plan it is projected at no more 
than £25. ‘These figures help to explain some of the sense of urgency 


behind the plan. 


Deficit Financing at Home and Abroad 
Behind it lies also the determination of India to live up to its accepted 
position as ong of the great world powers, with the concomitant aspirations 
to command the appropriate industrial strength and self-sufficiency in 
certain essential basic industries: above all, iron and steel and engineering. 
Finally, the second plan must be viewed in terms of the socialist evolution 
of Congress Party policy. The aim of the party is to create a “ socialist 
pattern of society’ in which the Government will own and operate the 
basic industries (mining, iron and steel, public utilities), exercise a con- 
siderable degree of control over private industry, and remove the great 
inequalities of income. Political philosophies and technique apart, it is 
difficult to find fault with the general objectives of the second plan. ‘The 

main criticism must rather be of the means and the timing. 
The Indian Government, it must be stated, is well aware of these 
criticisms. Mr Nehru’s attitude is that if the country is to be saved from 


* A detailed description of the final version of the plan and of the revisions made on the 
initial draft was included in an article by Dr T. Balogh in the July issue of The Banker. 
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Communism it has to cram into the next ten years of the second and third 
plans what would normally have taken at least thirty and perhaps fifty years 
to accomplish. Finance, argues Mr Nehru, is a secondary consideration; 
its main role is ‘‘not to get in the way’. Yet it is finance that is providing 
one of the present limiting factors in the plan. 

The striking fact that emerges from the table showing the financing of the 
plan is that three-quarters of the projected expenditure is to be met by 
borrowing, internally or from abroad. Moreover, owing to the limitations 
of the money and capital markets in India, no less than one-quarter of total 
funds are to be met from direct borrowing from the Reserve Bank of India. 
Over the twelve months to the end of November, the Government securities 
held by the Reserve Bank increased by 226 crores, or 30 per cent; and over 
the same period the note circulation increased by 147 crores and com- 
mercial bank deposits by 163 crores, amounting to an increase of 12 per 
cent in the money supply—a rate of expansion that has clearly outstripped 
the concurrent increment in real resources. It is not surprising therefore 
that the level of prices has been rising; towards the end of November the 


PROJECTED FINANCING OF SECOND FIVE-YEAR PLAN, 1956-60 


(at 1955-56 prices) Crores £f millions 
Borrowing from the open market in India .. i. 1,200 900 
Surplus from current revenue ee 800 600 
Non-budgetary sources, including provident funds 400 300 
Deficit financing (Government borrowing from 
Reserve Bank) - ree o a - 1,200 900 
External assistance 800 600 
Uncovered gap—gencrally expected — to be covered 
by external aid “a - ja a es 400 300 
‘Total es i if ov 4 800 3,600 


cost-of-living index took a sudden leap, by 10 points, in the course of 
two weeks. 

These ominous trends were in part responsible for the supplementary 
budget introduced by the new Minister of Finance, Mr T. T. Krish- 
namachari, on the last day of November. The main objective was to 
reduce domestic deficit financing by increasing direct and indirect taxation 
and, more important both quantitatively and as a new departure in policy, 
by compelling companies to deposit with the Government part of their 
undistributed profits and accumulated reserves. In this way, the Finance 
Minister stated, these resources would be placed at the disposal of the 
plan “‘ and not frittered away in other ways ” 

Mr Krishnamachari also faced an embarrassing widening in the gap in 
external finances. Because some of the expected sources of long-term loans 
have become available at much less than the expected rate—the World 
Bank loan has been delayed and the Germans have had second thoughts 
on their credit contribution to the steel plants they are building in India— 
the tendency has been to rely almost exclusively so far on the running down 
of sterling balances. Mr Krishnamachari revealed that they had been 
drawn down by 200 crores, i.e. precisely £150 millions, since the end of 
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\iarch—an amount intended to last for the next five years. One is left to 
guess how much of this £150 millions represented payments to dollar 
countries or to the countries in the European Payments Union. 

The Reserve Bank’s holdings of sterling are now closely approaching its 
minimum reserve requirements—which could, however, be further relaxed. 
But whereas the dangers of excessive deficit financing at home were countered 
by specific fiscal measures, the run on external reserves was merely made the 
opportunity for a general exhortation for “a most determined effort to 
conserve and augment our foreign exchange resources’’. More drastic 
action may follow. It will have to follow unless the prospective new loans 
from the World Bank materialize quickly. A major revision of the import 
programme is now being made, and it is probable that certain projects due 
to be started in the later years of the plan will be postponed. 

This accelerated running down of sterling balances reflects some loosening 
in the control over the administration of the plan. Import licences have 
been granted and orders for steel and equipment placed on an ambitious 
scale and without real thought for the logistics of communications. The 
ports of Calcutta and Madras are cluttered up with an indescribable chaos 
ot valuable imported materials awaiting rail transport. Large quantities of 
imported steel have had to withstand, unprotected, the rigours of the mon- 
soon at Calcutta. At Madras it may take up to 60 days to turn a ship 
round—waiting outside for a berth, unloading and reloading. At the port 
of Vizagapatham large parts of the steel plants that the Russians are to 
build 100 miles inland have been on the quays for seven months because 
they are too bulky to be carried under the many bridges that cross the 
railway track to the point of destination. Communications are the great 
bottleneck in the plan and in the whole Indian economy. ‘The final version 
of the second plan has greatly increased projected outlays on them; and it is 
in this sector that the World Bank has concentrated its contribution. 

The bottlenecks that have already emerged—and the inverted logic that 
seems to pervade some of the planning—point to another limiting factor in 
the plan, the scarcity of really first-class administrative personnel. ‘There 
are many able people in the Indian Civil Service, but they are overworked 
and overstrained. Immense new responsibilities have been laid upon them 
by the extension of the publicly-owned sector of the economy and by the 
increasing control of private industry. ‘The permanent secretary of the 
Ministry of Finance now finds most of his time occupied running the 
nationalized life assurance offices. The control of the private sector is 
detailed to the point of suffocation. No company can undertake a major 
project without Government permission. Sanction must be obtained for 
raising the salary of a manager, for deciding to work a two-shift system in 
a factory, or for installing one new power loom in a textile mill. And a 
bill now put forward would extend official scrutiny and power to top 
managerial appointments in commercial banks—including foreign banks. 

This, then, is the shape of India’s plan: based on a socialist concept of 
equalitarian society, almost going out of its way to remove the dynamic of 
private enterprise, yet without going wholly to the Communist extreme 
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with its ruthless but undeniable advantage of shaping consumption with- 
out regard for the wishes of the consumer. ‘The plan tends in con- 
sequence to overstrain India’s available resources at home and abroad. 

The defects are self-evident; but so is the case for a dramatic spectacular 
spurt in industrial development—the kind of spurt that would never have 
been secured, at anything like this speed, by private enterprise alone. 
Industrially, India is emerging from long centuries of inertia. But the 
awakening reflected in the plan is no attempt to create industries in an 
artificial setting. ‘There is in India an abundance of raw materials, fuel 
and potential power—cheap coal, iron ore, limestone, manganese, bauxite, 
gypsum, water power. ‘There is an abundance of labour which, given 
training and mechanical aids, becomes reasonably skilled and is willing to 
work long hours, spread over three shifts and at wages that appear ludicrous 
by Western standards. 

India will, without question, become a great industrial power. ‘The 
bulk of the resources devoted to the plan will, in the long run, prove to 
have been constructively spent and, after many mistakes have been made, 
to have brought adequate returns not only in economic but in political 
terms. It is the short-term aspect of the plan that gives cause for concern. 
The questions it raises are whether the initial haste may not deteriorate into 
temporary chaos; whether there is the necessary competence right through 
the administrative machine to tend the logistics of the plan; whether, 
finally, the act of faith in the expectations of external aid on which the 
plan was launched may not in the initial phase place a damaging strain on 
sterling, and then, when India’s sterling resources are run down, cause a 
severe and damaging jolt to the critical import programme. 
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An Artist's Sketchbook: No. 39 


BRITISH BANKS IN TOWN AND COUNTRY 


Midland Bank, Piccadilly 


NE of the finest of Piccadilly’s several imposing banks is the small 

branch of the Midland Bank adjoining Wren’s church of St James's, 

Piccadilly. ‘The building is of the highest quality and taste. It is 
indeed among the best things to be seen in Piccadilly. Its qualities can be 
enjoyed by all, but probably only architects and those with some knowledge 
of their work can appreciate to the full just how difficult it is to design so 
well. ‘The Georgian style is not merely cleverly reused, it is actually re- 
emphasized and revitalized, just as if there had never been a hotchpotch of 
architectural styles to debauch fine traditional building since the end of the 
eighteenth century. At the same time, the building has the distinguishing 
characteristics of Sir Edwin Lutyens, whose design it is. On the opposite 
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Specially drawn for ‘The Banker 
by Geoffrey S. Fletcher 


side of St James’s churchyard, the new Georgian style rectory of St James’s 
is now reaching completion. ‘This also is a fine essay in traditional building; 
it is creditable indeed that these two buildings can stand in close proximity to 
Wren’s architecture without suffering by the comparison. Connoisseurs of 
banking architecture may note the deft way in which the two sides of the 
building are at once given variety and yet retain a uniform feeling binding 
them naturally together. Altogether this bank rates high among loyal and 
charming essays in the traditional style. 


27 












Australia’s New Look 


By J. O. N. PERKINS 
CANBERRA, Mid-December 


USTRALIA’S external accounts have shown a_ pronounced 
improvement in the first half of the 1956-57 trading year. During 
1955-56 its external reserves fell by £A73 millions to {A355 
millions; the deficit in the current account reached {A221 millions, 
only £A36 millions less than the deficit incurred in 1954-55, despite the 
considerable tightening of import restrictions. The fall in the reserves 
has now been checked—and in November they showed a quite dramatic 
increase. Already this has led responsible business leaders to demand 
appreciable reductions in the import restrictions during the next few months 
or so, but whether the Government will deem such concessions wise will 
largely depend upon how much of the recent improvement is due to tem- 
porary factors that can be attributed to the Suez upheaval and how much 
reflects a lasting improvement in Australia’s economy. 

In the first five months, from July through November, the gold and 
foreign balances of the Commonwealth Bank, which represent the whole of 
the country’s reserves except the £A80 millions or so of working balances 
normally held by the trading banks, rose by just over {£A37 millions to 
{A310 millions; during the equivalent period of 1955 the reserves fell by 
{A74 millions. The improvement resulted both from the recovery of 
exports (to £A393 millions for the five months compared with {A314 in 
July-November, 1955), which was largely but not entirely due to the 
higher wool prices; and from a fall in imports (to £ A307 millions compared 
with £A350 millions), reflecting the tightening of import restrictions towards 
the close of 1955 and in the first half of 1956. 

[In the first quarter of the trading year, July-September, much of the rise 
in export receipts—of about 20 per cent—was due to a large carry-over of 
stocks of wool left unsold in the previous season owing to an industrial 
dispute. The rise was also attributable, however, to the more fundamental 
influence of a strong world demand for wool in relation to world output, 
which led to a rise of some 15 per cent in wool prices in the early-season 
sales compared with the average for 1955-56; further, there have been 
larger sales of current output—from a clip that is expected to exceed last 
season’s by some 5 per cent. 

In October and November there followed a striking rise in Australia’s 
exports, to £A99 millions and £A96 millions respectively, compared with 
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only £A62 millions last September and £A57 millions and £A78 millions in 
October and November, 1955. ‘There has not been any obvious special 
reason for this sudden large increase, though the significance of two months’ 
returns is obviously limited. Its most remarkable aspect is that in October, 
though not in November, less than half of the rise over September was 
accounted for by larger sales of wool—though the price of wool was no less 
than 20-25 per cent above the average for the same months of 1955. 


The Suez Gain 


The Suez dispute, even in its first phase, had intensified the effects on 
wool prices of the shortage of stocks in importing countries, and after the 
flare-up there was a further rise in prices. Increased sales of wheat as a 
result of the bad European harvests seem to have been particularly large in 
October, but something like a third of the rise in exports in this month 
remains to be accounted for by increases in exports of food such as barley 
and sugar (meat exports seem to have fallen), and in exports of minerals 
and of manufactured goods. ‘There seems to be every prospect of a con- 
tinuance of the remarkable growth of Australia’s exports of mineral ores, 
iron and steel products and manufactured goods. 

The increases in wool prices that occurred in November following the 
Suez landings should probably be regarded as less firmly based than those 
at the opening of the season. But these recent movements do seem to 
have been largely responsible for the increase of no less than {£A23 millions 
during November in the Commonwealth Bank’s holdings of gold and 
overseas balances—the largest monthly increase that has occurred for three 
years. ‘The optimists may argue that some part of even the latest rises in 
wool may be justified by the underlying strength of world demand in 
relation to supplies; but the Australian Government should probably regard 
its recent large build-up of reserves as a temporary windfall. 

For the current financial year to June 30, a reasonably conservative 
estimate of Australia’s export income would be around £A850 millions, 
compared with {A773 millions in 1955-56. ‘This estimate allows for some 
fall in wool prices from their recent very high level during the rest of the 
season. Even ifthe average price of wool in the next year or two should 
prove to be rather below that likely to be received for the current year’s 
clip, there would still be a good prospect that Australia’s total export 
proceeds could be maintained at around {A850 millions or so—because of 
the rising trend both of wool production and of the country’s minor exports, 
and because of the security offered to wheat exports by Britain’s “‘ under- 
standing and expectation”’ in the new trade agreement that the British 
market will take at least 750,000 tons of Australian wheat in each of the 
next five years. 

If this export achievement can be sustained, and if the inflow of capital 
and the invisible account remain, on balance, no worse than in 1955-56, 
Australia should be able to finance, without drawing upon reserves, a flow 
of imports above the rate to which they will be reduced when the very 
severe tightening imposed in July shows its full effect. By October (and 
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also in November) the monthly rate of imports had been reduced to below 
£A60 millions, the level at which it seemed, before the recent further rise 
in wool prices, that the external accounts as a whole would balance in the 
current year (and show a surplus in a full year of imports at this rate). 
The current balance should be strengthened also by the invisible earnings 
associated with the Olympic Games. The capital account has recently 
been fortified by two substantial dollar loans—one general loan of $50 
millions from the World Bank, and a loan of $27 millions for the purchase 
of aircraft provided by the Bank together with American private institutions. 
The one evident unfavourable influence on the external accounts is the rise 
in freight rates, which always has a particularly large effect on Australia. 
What then is the likelihood of a major relaxation in import controls during 


1957? 


Import Controls to be Eased ? 


It is generally agreed that the further and especially severe tightening of 
the import controls that took place in July has not proved necessary. It 
was presumably applied merely as a safeguard in case imports continued 
to fail to respond to the restrictions already imposed, and in case wool 
prices at the new season’s sales showed no improvement. In view of the 
favourable turn that has since been taken by both sides of the trade account, 
there seems to be a good prospect of a relaxation of the restrictions, at least 
to something like their pre-July level, at a reasonably early date. How 
much further the Australian Government will be prepared to go depends 
partly upon the level of reserves that it regards as desirable now and partly 
upon the buoyancy of the internal economy, which will largely govern the 
extent of the likely increase in imports as controls are relaxed. 

It would be hard to argue that the present reserves of {A350 millions or 
so provide a satisfactory cushion for the Australian economy after the 
recent run of unusually good seasons. ‘The minimum below which an 
Australian Government would be extremely reluctant to see the reserves fall 
has normally been put at {A300 millions. But in view of the constant fall 
in the value of money that now seems to be accepted as normal, a prudent 
Government would have to aim to add at least £A10-20 millions a year 
to this minimum. Unless receipts from exports and capital movements 
rise above present expectations, it therefore seems clear that a rise in 
imports to much above their recent level (that is, the level before the July 
restrictions had shown their effect) could not be countenanced by a Govern- 
ment that treated the promotion of external stability as its primary aim. 

On the other hand, the Australian Government might now reasonably 
be regarding as its most urgent task the curbing of domestic inflation— 
which would be aided by the freer admission of imports. ‘This would 
clearly help to keep down prices, which in Australia have an especially 
direct impact on industrial costs on account of the widespread practice of 
linking wages to the cost-of-living index; and it would also aid the achieve- 
ment of a balance between domestic income and supplies. During most 
of the past year disinflationary forces have been at work, and the extent to 
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which demand for imports would increase if restrictions were removed 
must certainly now be a good deal less than a year ago. In each successive 
month from October, 1955, to October, 1956, the number of notified 
unfilled vacancies fell by an increasing margin below that for the corre- 
sponding month twelve months earlier; and over the same period (except 
for one month) the figures of the numbers receiving unemployment benefit 
have risen by an increasing margin above the figures for the corresponding 
months of the previous year. But more recently there have been indications 
that the disinflationary pressure has ceased to mount, and may even be 
running off. Some degree of over-fullness of employment certainly remains. 

At the conference of State Premiers called in mid-October to suspend 
the automatic adjustment of wages to changes in the cost-of-living index, 
the Premiers of certain States refused to yield to the plea of the Common- 
wealth authorities; and the adjustment continues for those workers in the 
States subject to the awards of the State Courts, as distinct from 
the Federal Court. There is a reasonable prospect, however, that the 
next adjustment may be downwards, since part of the most recent rise in 
the cost-of-living index was apparently due to seasonal factors. 


Bank Liquidity Rising 

Nevertheless, there has been no evidence of further governmental action 
to arrest inflation since the imposition of higher indirect taxes and the 
increases in interest rates in March, 1956—though these measures have cer- 
tainly had appreciable effects. At the beginning of December, the trading 
banks raised their rates on deposits subject to two years’ notice from 
3 to 34 per cent. However, this did not mark any renewed upward trend 
in interest rates: the most recent Commonwealth loan was successful at a 
vield slightly below that of previous issues. Moreover, no substantial 
curtailment of Government expenditure seems to have been made in 1956; 
accordingly the Government’s cash deficit has risen, and the consequent 
increase in the Treasury bill issue, together with the improvement in the 
external account, has caused a substantial rise in the banks’ liquidity. 

The Commonwealth Bank has taken action to offset this rise. Early 
in November it calléd £A15 millions to the trading banks’ special (frozen) 
accounts. ‘The combined liquidity ratio of the trading banks (measured in 
Australia by the percentage to deposits of Government securities as well as 
cash and Treasury bills) rose in September to 19 per cent, compared with 
175 per cent in September, 1955. ‘This year’s report of the Common- 
wealth Bank recorded that an undertaking had been reached with the 
trading banks to prevent liquidity ratios from falling below a minimum, 
understood to have been 14 per cent (compared with the 25 per cent sug- 
gested by the central bank two years ago). Some banks normally keep their 
liquidity ratios appreciably above this figure; for these, present ratios may 
still be below their desirable minimum. However, the further improve- 
ment that is likely to occur in the balance of payments in the coming 
months is likely to raise the liquidity of most banks to a point at which 
they would be ready to expand their advances appreciably—unless the 
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central bank makes further considerable calls to the special accounts. ‘This 
is indeed likely; and the explicit acceptance by the banks of an agreed 
minimum ratio, subject to seasonal variations, to be maintained if necessary 
by borrowing from the central bank, makes the manipulation of these 
accounts a considerably stronger weapon than it has been hitherto. 

It seems clear that the authorities do not wish to see any appreciable 
expansion of bank advances—though it was stated early in 1956 that further 
reductions were not thought necessary. It is reasonable to hope that the 
authorities have learned from the experience of 1950-52 and would be 
able to avoid a repetition of that sequence of events, in which a sharp rise 
in exports was followed by an upsurge of domestic inflation and by an even 
larger—and more lasting—rise in imports. On the other hand, the indi- 
cations are that the Australian Government is not inclined to push dis- 
inflation far enough to curtail demand for imports sufficiently to permit a 
major relaxation of import controls. 

The other alternatives to the controls also seem out of favour. The 
recent rise in export income rules out any thought of devaluation. Nor is 
it likely that a general increase in tariffs will be made to permit the dis- 
mantling of the quotas. On several occasions recently the Government 
has actually rejected recommendations by the Tariff Board for increased 
protective duties, and the Board itself has been most outspoken in its latest 
annual report about the adverse effects upon the country’s cost structure 
of the present level of protective duties. 

Taking a longer view, there is some hope that Australia’s exports will 
benefit from the new trade agreement with Britain. ‘The leeway this gives 
for the reduction of preferences on Britain’s exports to Australia* should 
enable Australia to obtain some tariff or quota concessions from certain 
countries, especially in Western Europe, on Australian exports of foodstuffs 
and other minor items. If full advantage is taken of the scope offered for 
reductions in Australia’s non-preferential tariff rates, the country might also 
obtain better value for its expenditure on imports, as a result of the closer 
competition among suppliers. But these benefits to Australia’s external 
accounts could obviously not be great enough to make more than a marginal 
difference to the timing and extent of relaxations in the import restrictions. 

Australia’s external balance certainly looks considerably stronger now 
than it has been for the past three years. But if a relaxation of import 
restrictions is to be taken far, the authorities will need to be confident of 
at least a continuance of the present level of export income and of the capital 
inflow in the current year, and they will have to be rather more determined 
in checking excesses in the domestic economy. Accordingly, the Govern- 
ment is likely to adopt a gradual approach, removing in the early part of 
1957 no more than the most vexatious of the controls. A substantial 
relaxation may have to wait until it is seen whether the strength of the 
wool market looks like persisting into the 1957-58 season—whilst a lasting 
dismantling seems as far off as ever. 





* The details of the agreement were summarized in a note on page 738 of last month’s 
issue of The Banker.—£DITOR. 
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Capital Formation in the 


Cold War 


By GRAHAM HUTTON 


HEN Sir Wiliiam Harcourt said “‘ We are all Socialists now’’, 
the great nineteenth century, which had raised human welfare 
more rapidly than any other in history, was closing. But no 
one, least of all genial Sir William, could have imagined what 
disasters and grim stresses the first half of the twentieth would bring— 
stresses that have yet been accompanied by, and have even stimulated, 
astounding achievements. 

Because our great inventions and techniques are as potent for evil as for 
good, we tend to cry down what they have done for humanity these fifty 
years past—and for all humanity, in Russia and India and Africa and China, 
as well as for 15 per cent who have hitherto created the productive capital 
of the world and enjoyed most of its fruits. Never before has man’s com- 
mand over natural resources advanced so swiftly: never, therefore, has 
capital been so increasingly important over so rapidly widening an area. 
‘We are all socialists now’, everywhere; but we all need more and more 
capital. And, more and more, all governments attack capitalists, penalize 
private enterprise, and demand that saving and investment should be 
imposed on nations collectively by governments to fulfil national plans for 
economic develofment. 

At this hour of paradox, economists in many lands—-communist and 
capitalist—have fortunately begun to ask the fundamental questions about 
economic progress. What makes nations and peoples static or dynamic, 
progressive or decadent, in economic terms——that is, in terms of material 
output per head? To say “ Capital, and its rate of accumulation ”’ is 
begging the question; for what makes them create or consume, accumulate 
or run down, their productive capital? It is natural, in such a time of 
upheaval as that of the last 25 or 50 years, that economists should exhaust 
the possibilities of analysis of demand and supply in conditions of “ static 
equilibrium ”’; and that they should focus instead, after a gap of three 
generations, upon the dynamics. Professor W. Arthur Lewis of Manchester 
produced his The Theory of Economic Growth (Allen & Unwin) in 1955, 
following Mr Roy Harrod’s Toward a Dynamic Economics (Macmillan) of 


33 














1948, and the essays of Dr Simon Kuznets across the Atlantic (collected in 

Economic Change, 1954, Heinemann). In this past year there has been a 
spate of volumes on the question that Professor Lewis made his theme: 
What makes output per head rise? In Russia, quite a vicious row has 
been going on since Stalin’s death among economists, planners and produc- 
tion engineers on the principles underlying this problem. In that row, some 
participants are daring to take attitudes indistinguishable from those of 
their “‘ bourgeois lackey ”’ cousins 1n so-called capitalist countries. 

A few months ago there appeared the still more fruitful, if more formidable, 
contribution in Capital Formation and Economic Growth (Princeton Univer- 
sity Press), presenting the proceedings of the conference in New York in 
1953, plus papers contributed by a number of American authorities, under 
the auspices of the Universities and of the National Bureau for Economic 
Research. Here, in one big volume, are comprehensive, critical and con- 
structive studies of most of the main factors influencing economic growth: 
international differences in the formation of capital and its financing (Kuz- 
nets); comparative financial structures in advanced countries (Goldsmith); 
capital formation trends in Russia (Grossman); the financing of capital 
formation in Russia (Holzman); the nature of entrepreneurship, and the 
roles of ‘* enterprisers ”’, in Britain, France and the United States in history 
(Hoselitz and Cochran); investment decisions in underdeveloped lands 
(Aubrey) and social obstacles to formation of capital in them (Levy); tech- 
nical and technological change and its influence on capital formation (Usher 
and Maclaurin); a theoretical model of the structure of capital formation as 
a process (Lowe); and a wise and useful summarizing essay (Rostow) on 
capital formation as the controlling factor of economic growth. It is impos- 
sible in this article to do justice to the width and range of the papers and the 
comments on them. But readers of The Banker may be intrigued by some 
of the facts, hypotheses and views put forward. 

The Americans contrast what they term the “ enterprise ’’ economies—- 
that is, the economic systems of our leading Western countries—with the 
“planned ’”’ economies of Russia, Eastern Europe and China. Where 
Britain or India comes in such a grouping may be matter for dispute; but 
one thing is becoming painfully clear in the capital-hungry, capital-lagging 
lands of Western Europe (except Germany)—namely, that ways and means 
of making and investing real savings are not as important as the will to use 
those ways and means. ‘To put it another way: the United States, the 
USSR, and Britain all have widely differing ways and means of getting 
savings made or invested; the USSR forces the lot out of its people through 
low wages, taxes, and “ surpluses ” (profits) of productive units; while the 
United States and Britain depend in the main on voluntary saving. But 
it is one thing to have the financial institutions, and quite another to get 
them used productively. ‘The capital markets of America and Britain 
naturally arose from the need to switch (first) personal and (later) corporate 
savings trom their makers to their ultimate users; and though the procedures, 
and even the market itself, are very different in America from what they 
are in Britain, it is vital to both of these “ capitalist ’’ economies that big 
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enough supplies of new savings should be made and channelled from 
savers-who-cannot-use-them to developers-who-can. Otherwise a danger, 
already very real in Britain, arises, that “‘ profitable ’’ bodies put on the fat 
of savings (profits ploughed back, or, in Russian, “ surpluses repayable ’’) 
while bodies that might use some of the fat more profitably go lean and 
hungry. A rigid heaviness then settles on the economy. ‘The papers in 
this book on the ways and means of channelling savings to the most profitable 
uses, and on the Russian system, are illuminating. 


Can Productivity be Planned ? 


On the surface—and in our own “ capitalist’’ countries the surface 
seems to take in a lot of educated folk who should know better—the planned 
economy seems to be more logical, expeditious and economical. Does it 
not at once spot where the “‘ surpluses ”’ (sc profits or indirect taxes) are 
arising, switch them to better uses, or reduce selling prices, etc, etc? 
A study of these papers (and of the row now going on in Russia) dispels 
this planners’ pipe-dream. Why? Because the “surpluses.” refuse in 
many cases to materalize as planned. ‘They bob up where unplanned, 
and bob down where planned. Even that might not matter if the two 
cancelled out; but they don’t even do that. ‘The big problem in the planned 
economy, with its understandable emphasis upon rapid material development 
at the cost (for a long time) of the consumer, is how to locate, measure, 
compare,: and finally control, this elusive cost-cutting ‘“‘ profitability ”’. 
When all that’s done (if it ever is done within any one plan), the $64,000 
question remains: what does the planner do when production unit A shows 
a wholly unexpected profitability, while production unit B shows the reverse, 
and neither (according to the plan) was supposed to? ‘The answers in 
Russia, until very recently, were covered up by all kinds of finagling, or 
“deviations from plan” entailing dire punishments. But answers there 
were, none the less. In the event, a rule-of-thumb practice emerged, by 
which “ profitable’ production (whole industries, or sectors thereof) was 
made to subsidize the less profitable by way of indirect taxes or transferred 
‘profits ’’. Of course, if the more important parts of the planned develop- 
ment turned out,to be the most profitable or efhcient, so much the better; 
but that does not seem to have happened with anything like the frequency 
that has obtained in “ capitalist’ or “‘ enterprise ’’ economies since 1933. 

Accordingly, the old, old problems of the interest rate as the “ price of 
capital ’’, or index of profitability, or index of the need for savings, or index 
of the relation between the flow of incomes and the flow of output, remain 
in the planned as in the unplanned economy. On the whole, the workings 
of the much-maligned price-system, of the rate of interest, and of the widest 
possible range of consumers’ choice seem to be more reliable and more 
visible as indicators—though less immediately controllable—than the direc- 
tives of the centrally-planned economy. As many people are beginning to 
observe, the bearing of all this upon the fortunes of countries as different 
as Britain, India, Jugoslavia, Indonesia and Australia is heavy indeed. All 
of them suffer in varying degrees from the dislocation or virtual non- 
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existence of the capital markets. All suffer from domestic inflations. All 

suffer from rigidities and tensions engendered by the tug-of-war between 

public authorities’ plans and the needs of “ enterprisers”’. In the United 

States, Germany, Switzerland and Holland—different as these are—the 
inflations, rigidities and tensions are nothing like so great; nor are the 
social conflicts. 

Another factor needs to be noted. It used to be thought that, every- 
where, in all circumstances, personal savings would tend to increase as real 
incomes rose. Kuznets shows that this cannot be assumed in international 
comparisons; and recent trends in the United States and Britain show that 
it cannot be assumed in those countries either. In both Britain and (less so) 
the United States, premiums have been put on consumption rather than 
saving. Further, Kuznets traces a downward drift of savings, as a proportion 
of net national product, in advanced countries. In the USSR, Holzman 
shows, the chief source of savings is taxation. In Britain since the war, the 
chief source of savings has been company profits (net of swingeing taxation, 
which has been largely used to defray collective consumption in the guise 
of welfare expenditure). In the United States personal savings still account 
for a big proportion of total net savings, though corporate savings are as 
important; yet even there a downward trend in savings as a proportion of 
national income has set in. Now, if we are to assume in future that the 
mass-democracies will not save more, but on the contrary will consume 
more, of the increase in their real incomes, will not the Russian system 
catch up, and in no very remote time surpass the capital stock per head 
and rate of economic growth of the “ advanced’ Western countries ? 

That this is no fantasy appears from Grossman’s essay and the comments 
on it. The post-war rate of Soviet capital formation has been formidable, 
both in relation to the overhauling of war damage and to rate of population 
increase (which, by the way, is below that of the United States). Se has 
been West Germany’s rate of capital formation; the one under a com- 
pulsory, the other under a voluntary and democratic, system. No com- 
parison with Britain’s post-war rate up to date has been made in the book; 
but as I have shown elsewhere (Westminster Bank Review, May, 1956) 
our post-war rates of saving, investment, and capital formation by kinds of 
capital, make very poor showings alongside those of the United States, 
Germany, and other Western lands. And all of us show up poorly along- 
side the prodigious forced saving and capital formation imposed by the 
Russian oligarchs. The nigger in the woodpile seems to lurk here. The 
Soviet system, after the adherence of China, was converted into an aggresive 

sworldwide revolutionary imperalism; and, after the death of Stalin, into a 
more subtle weapon aimed at Asia and Africa, with available capital as its war- 
head. America has recently made a small contribution to the capital needs 
of the underdeveloped ‘“ fringe-lands” bordering the Soviet empire. 
Britain cannot supply enough net new capital for her own needs (witness 
our 25-year-old railroad and highway network), let alone the needs of 
colonies rapidly becoming independent (Africa, Malaya, Malta, West Indies) 
and her associated Dominions, and the few foreign lands still in the sterling 
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area. If we were a full-fledged Socialist State, ad la Russe, we would still 
impose the swingeing taxes on “ profits ’’; but we would certainly not use 
them to subsidize the consumers of State welfare (£750 millions at a 
minimum) over and above their contributions. We would put it to pro- 
ductive capital, and ignore the consumer. When is someone—preferably 
an MP of any party, but a Socialist economist for prefercnce—going to tell 
the high-consuming people of Britain what is impending for them, once 
they are faced with demands for more capital at home and in the Common- 
wealth simultaneously, as they soon will be when new Dominions who 
were recently colonies, demand back in the shape of British exports their 
heavy savings, on which the people of Britain earlier lived not wisely but 
too well? Is Britain going to find capital for abroad by making more cut- 
backs in capital programmes at home? Or is the sterling area going to 
disintegrate, with fissiparous trends on the one hand towards America and 
on the other toward the Eurasian empire of the Soviets? No Englishman 
can go away encouraged from the savings and investment sections of Capital 
Formation and Economic Growth. 


Why Britain Lags 


Kuznets elicits another disturbing thought. America gets more and 
more output from proportionately less capital (much the same thing as the 
downward trend of savings as a proportion of national output) mainly 
because the American system pushes up the rate of turnover of capital 
(depreciation). ‘This is a well-known factor in the greater American produc- 
tivity of both labour and capital: in brief, intensity of use of machines, 
plus (of course) more rapid wearing-out and junking and replacing of them; 
thus leading to more rapid and more productive applications of technology, 
research, inventions, etc. Ford did it to launch his high-wage policy in 
1912, which all America now follows. But such a policy and practice has 
not been and is not being pursued in Britain, where labour remains cheaper 
(despite its relatively bigger pay-increases since the war ended). Why? In 
Britain since the war, inflation seems to have done most to compel mechani- 
zation, and modernization and expansion of equipment. This assertion 
may cause some gaising of eyebrows. But when and where modernization 
and net new mechanization have occurred—and notoriously they have lagged 
in the economy as a whole, compared with its obvious needs and with the 
capital equipment of other countries—they have occurred only because of 
the inflation, and the will and ability to conserve the real capital employed 
in businesses. They have not occurred, as they have so long done in 
America, because of the relative cheapness of equipment and relative dear- 
ness of labour. Indeed, both these factors of production in our eleven 
years of post-war inflation have become proportionately dearer. Despite 
Mr Melman’s thesis in his recent Dynamic Factors in Industrial Productivity 
(Blackwell), buildings, plant, and machinery in Britain seem on balance to 
have become relatively dearer than labour to-day, as compared with 1938 (as 
one might expect, seeing how much more “‘ embodied labour ”’ they contain 
here than in the United States, where they are relatively more machine- 
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made). ‘Take British taxation burdens on persons and companies; add the 
most rapid rate of inflation in a decade in British history; add restrictive 
practices and a prevalent one-shift-a-day, five-day-week (except for a minority 
of continuous processes); add distributed dividends that buy only two-thirds 
of what they bought in 1938, and Stock Exchange equity levels not double 
their real pre-war figure; add overfull employment and high rates of labour 
turnover caused by inflation—this is the ideal recipe to make the rate of 
accumulation of productive capital in private enterprise in Britain lag 
strikingly and disturbingly behind that shown by other advanced countries. 


Investment and the Free Economy 


At this point, Rostow’s remark in his “ General Reflections ”’ on capital 
formation and economic growth is apt: “‘ an understanding of the relation 
between capital formation and economic growth demands that somehow .. . 
we bring to bear on the relevant economic variables social, political and 
cultural forces which affect their net movement”. ‘That is exactly what 
Mill, Jevons, and the classical economists did. ‘They did not first cook-up 
a theoretical model of how an economy ought mathematically to behave; 
then demand that this mould be clamped down over all persons and asso- 
ciations (any heads or legs sticking out deserving to be lopped off); and 
finally, if things didn’t work according to plan, retreat into the contention 
that economic costings ought not to be decisive in any case, because moral, 
social, and a lot of other values should prevail. 

The wheel has come full circle—in the sense that the modern approach 
regards neither the economic nor the non-economic forces as paramount, 
and sees the need to study the effects of all forces working together. Hence 
Rostow, in his luminous summary of the Conference papers, takes heart 
from the humility with which these American economists, econometrists, 
sociologists and other experts in social studies agreed to help one another 
to explore these problems of society... Yet he concludes: 


> 


I am reasonably doubtful that, even after we have pursued the analysis of 
growth for several further decades, we will emerge with what a modern economic 
theorist would regard as a theory of economic growth. ‘There are too many 
variables to be disciplined into forms where the number of equations are equal 
to the number of unknowns; and, even more important, the kinds of variables 
we would all wish to see introduced from the side of politics, social structure, 
and culture do not lend themselves to a Newtonian kind of theory, elaborated 
from clear, minimum arbitrary hypotheses. 


In the meantime, there emerges from all this one inescapable conclusion, 
which should be as salutary for the planners and the mathematical model- 
makers as it is depressing for liberal thinkers. Liberal systems may 
contrive a more rapid build-up of productive capital; but the only chance 
(and that not a quick or sure one) of guaranteeing this build-up demands 
a method that may frustrate the real purpose of the whole process. 

This unhopeful way is the very old, standardized, platonic way of The 
Republic, reared on dictatorship over consumers’ standards and behaviour, 
and run by oligarchs. It is in essence—though often presented as humani- 
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tarian—conceived in arrogance towards, and born in disdain of, the mass of 
mankind. It is a theory—worse, an hypothesis—of human behaviour that 
the humans have to be forced to fit. Disdaining them, it has the merit 
(for its sponsors, if they can put it in practice) of being able to force variable 
humans to fit the sponsors’ equations, and thus to make both the facts and 
the plan “‘ come out right’’. Against it, but weighing fairly all the prob- 
lems and difficulties of the opposite or voluntary method, Rostow and his 
colleagues have sketched, with a humility not always found among social 
scientists, the outlines of the biggest problem in human societies to-day: 
that of their material development or decline, their growth or decay. In 
so doing, not the least of their achievements is to emphasise the common 
problems of economic principle and practice shared by planners and pro- 
ducers, politicians and voters, thinkers and consumers, in humanity’s 
differing social systems. ‘This is “ getting over the Iron Curtain ’’, with a 
vengeance. Not for the first time, Americans have shown an amazing 
virtuosity and objectivity in appraising their own and other countries’ 
material and social equipments. Not for the first time, either, are the 
Russians and Germans paying the Americans the most sincere form of 
flattery in economic organization. 

But where does, where will, Britain stand? MHoselitz says Britain 
inherited the incubus of the oldest installations of industrialism, and then, 
when the world became competitive (and protectionist, he could have 
added), Britain sought security first—tariffs, exchange control, social and 
economic immobilities of all kinds, inflexibilities, restrictions, the conserving 
of vested interests of labour and capital alike. Under governments penalizing 
thrift and profitability, Britain lost the cardinal dynamic virtues of “‘ enter- 
prise, industry, mobility, adaptability and thrift”’, and “‘ such aspects of 
economic and social organisation as the effectiveness of a country’s financial 
and business organisation and the legal and traditional sanctions protecting 
property, contract, and person ”’ (Abramovitz). 

The effect of this big book should be to reinforce the convictions of all 
who hold that no one, in or out of Russia, yet knows enough to justify the 
experiment of a “closed” society; that the problems and evils attendant 
on any such experiment, anywhere, are far greater than those attendant on 
an open society based on the utmost possible personal freedom, free price 
system, and consumers’ choice; and that we in Britain are still drifting, in 
default of political and economic awareness, grip, and leadership, into a 
situation in which a closed society will seem, to everyone, the only solution. 
Of course, from the days of the first catapults and city walls, a besieged 
city has had little choice. Stalin, without that compulsion, propounded the 
policy of ‘* Socialism in one country first’, and got the Russians to take 
the consequences of a siege economy by beating the continual tocsin of 
‘“encirclement’’. But a Britain of 51 million souls, 50 per cent more 
dependent on international competitive trading that it was in 1938, is a 
dangerous laboratory for experiments of that kind, a poor city to defend 
against a siege, and a society that can hardly afford to be anything but one 
of increasing capital formation and of economic growth. 
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Banks and Businessmen 
in the Courts 


This article surveys the principal legal banks. It has in mind the interests of 
decisions of the past year that seem bankers, businessmen, directors and 
most likely to be of concern to readers senior executives, in thew business cap- 
—readers beyond as well as within the acities.— EDITOR. 


By A SPECIAL CORRESPONDENT 


HE Courts, we are told, have overcome their post-war plethora 

of work; on occasion there are even stories of legal depression, 

and suggestions that the delays and costs of “‘ going to law” 

may be persuading the one-time litigant to refrain from doing so 
wherever possible. But if the pressure is indeed slackening, that will 
hardly be perceptible to the layman who strives to keep track of the par- 
ticular new decisions, amid the voluminous flow, that may concern him in 
his business or personal affairs. ‘The aim of this highly-selective survey of 
the cases of 1956 is to ease this difficulty. Yet it has to tackle at the outset 
an even bigger one—it has first to guess which branches of law, in addition 
to law for bankers, most concern the readers of this journal, and then to 
keep the range within manageable limits. As a first principle of definition, 
it has been decided to look to business or professional interests, and to 
exclude personal ones. 

Inevitably, the boundary lines will not be precisely drawn, nor will 
selection always be strictly logical—some decisions, though beyond the 
target limits, are too interesting to miss. Even in the more familiar surveys 
of law for bankers, a comparable problem of definition arises. There is 
the clear foreground of the banker-customer relationship, but beyond that 
the horizon widens indefinitely—through securities for advances to such 
specialities as mortgages and company law, through the bill and the cheque 
to foreign exchange, and thence to bills of lading and shipping law. It is 
in fact upon some such basis as this that this first attempt at a yearly survey 
has been compiled: a selection of commercial cases that may interest com- 
pany directors, accountants, businessmen generally (including, naturally, 
bankers), in their business rather than their private capacities. We cannot 
at this stage deal with, for example, the cases dealing with wills and estate 
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duty, of great interest though many of them are to the same classes of 
reader; they may later merit a separate article. 
The several cases of particular interest to bankers that have been discussed 
in earlier issues of The Banker need only brief mention here. There was 
7 first the curious gold clause case, Treseder-Griffin v Co-operative Insurance 
Society [1956] 2 All ER 33 (discussed in the May issue), in which an attempt 
in a lease to insure against the depreciation of the pound was defeated in 
the Court of Appeal—upon faulty reasoning, in the opinion of many people. 
And there was Hart v Sangster [1956] 3 All ER 52, a taxation case discussed 
b in August in which Vaisey, J, came to the surprising conclusion that every 
f deposit in a banking account—including, it seems, current as well as deposit 
f : accounts—is a fresh contract. An article in the February issue commented 
: on two bills of lading cases, heard towards the end of 1955; and the decision 
- : of the Court of Appeal in one of these, G. H. Renton and Co v Palmyra 
Trading Corporation of Panama: the Caspiana, was last month upheld by 
: the House of Lords—{1956] 3 All ER 957: in a strike immobilizing the 
. docks at Hull discharge of the goods at Hamburg was properly within the 
; terms of the contract. (On the other hand, in /saac Modiano, Brother & 
: Sons v Macleod, Ross & Co [1956] 1 Lloyds Rep 176, goods shipped in 
; August and held up at Antwerp because of a strike at London Docks were 
ra : not delivered in London till December; but Sellers, J, held that the buyers 
n, had no right to reject the goods.) 
Only one of last year’s decisions related to banking law in its most limited 
0 | sense, that in Nu-Stilo Footwear v Lloyds Bank (reported in The Times of 
I] | June 19) a negligence case under section 82 of the Bills of Exchange Act. 
a An account was opened with the bank by a man who gave a false name, 
n and gave his own proper name as a reference. Naturally enough, the 
of i reference when taken up was satisfactory, but Sellers, J, held that the bank 
t was not negligent in the opening. However, he went on to decide that 
n , eight cheques, including five third-party cheques, received for credit of the 
: account, all the property of the plaintiffs, who were the customer’s employers, 
were received negligently. Both the grounds of this decision are of great 
interest to bankers. They were, first, that the size of the second credit 
received, and the fact that it consisted of a third-party cheque, should have 
put the bank on enquiry and, secondly, that other substantial cheques paid 
in, even when payable to the customer, were larger than could reasonably 
have been expected on the account of a newly-established ‘ free-lance 
j agent’, ‘The implication that the banker must weigh every credit he 
| receives against the particular nature of the account credited, seems to be 
yet a further extension of the possibilities of negligence under section 82. 
: The cheque is indeed a great boon to the businessman: in itself it makes 
4 more difficult the task of an employee set upon robbery, and if the employee 
nevertheless succeeds it gives the employer a fair chance of passing the 
burden of the dishonesty to the bank, a thing he could not do if the employee 
had concentrated on the more vulnerable cash. In such cases his own 
7 carelessness in allowing his employee to be dishonest goes unpunished. 
Among other cases of interest to bankers there were some that were even 
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more obviously of general business interest as well. A fraudulent preference 
case, for example, Re Cutts (a Bankrupt) [1956] 2 All ER 537, saw the Court 
of Appeal reiterating the principle that intention is an essential part of the 
offence and that the onus of proof of the intention is on the person alleging 
the preference. (The Court went on to consider the nature of the proof 
required, and the decision on the facts was a majority one.) ‘That principle 
has at times been useful to the banks, and doubtless will be again—although 
it did not, incidentally, avail the building society concerned in the par- 
ticular case. A more interesting bankruptcy case was Re a Debtor (No. 66 
of 1955) [1956] 3 All ER 225. Here the debtor had sold goods to W, paying 
for them himself in cash but allowing credit to W; and in consideration 
for this credit W guaranteed the debtor’s borrowing from his bank, the 
guarantee being supported by deeds of his property. When a receiving 
order was later made against W his trustee in bankruptcy wished to sell 
the property and in order to free it paid off the debtor’s overdraft. Subse- 
quently the trustee brought an action against the debtor to recover the 
amount of the overdraft; in his defence, and also in his own later bank- 
ruptcy proceedings, the debtor sought to set off money owing to him for 
goods supplied to W. The Court of Appeal upheld the lower courts, 
which had found that no set-off was possible: when W’s receiving order 
was made there was no debt owing to him by the debtor; it was only later 
that a debt became due, not to W but to his trustee, when the latter paid 
off the overdraft. 

A company law case that attracted wide attention was “‘ the Union-Castle 
case’, Governments Stock and Other Securities Investment Co v Christopher 
[1956] 1 All ER 490. A proposal had been made that a new company 
should acquire the shares of the Union-Castle and Clan Lines, a circular 
being issued to shareholders outlining the scheme. ‘The plaintiffs opposed 
the scheme on the grounds, inter alia, that the circular was a prospectus 
within section 38 of the Companies Act, 1948, and did not comply with 
the terms of the Act. Wynn Parry, J, held that the circular could not be 
a prospectus within the meaning of the Act, for the reason, among others, 
that it did not invite subscriptions, nor was the offer it embodied made to 


the public. 


Directors and Corporate Personality 


Company directors were concerned in several cases during the year. 
In Pavlides v Fensen [1956] 2 All ER 518, Danckwerts, J, applying a rule 
of respectable antiquity, held that an action intra vires, of which no fraud 
is alleged, cannot be challenged by a minority of the shareholders even 
though the majority of the shares is held by a holding company on the 
board of which the directors of the subsidiary form a majority. Rox- 
burgh, J, allowed the Crown’s appeal in Maclean v Trembath [1956] 2 All 
ER 113, where the Special Commissioners had allowed as a deductible 
expense the expenses of the wife of a managing director, herself a director 
and secretary of the company, on the business trip of the husband and 
wife to Australia: he held that there was no evidence that the wife’s expenses 
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had been necessarily incurred. And in two Landlord and Tenant cases, 
Fleet Electrics v Facey Investments [1956] 3 All ER 99 and H. L. Bolton 
(Engineering) Co v T. ¥. Graham & Sons [1956] 3 All ER 624, the Court 
of Appeal had to consider the intention of a company under section 30 of 
the 1954 Act. In the second case Denning, LJ, thus described the func- 
tioning of a company: “A company may in many ways be likened to a 
human body. ‘They have a brain and a nerve centre which controls what 
they do. ‘They also have hands which hold the tools and act in accordance 
with directions from the centre. Some of the people in the company are 
mere servants and agents who are nothing more than hands to do the work 
and cannot be said to represent the mind or will. Others are directors 
and managers who represent the directing mind and will of the company, 
and control what they do. The state of mind of these managers is the 
state of mind of the company and is treated by the law as such ”’. 

A gloss on this commentary on corporate personality was provided in 
Davies v British Geon [1956] 3 All ER 389, when the Court of Appeal held 
that a corporation can carry on business in more than one place. ‘The case 
was one of an employee who served a writ on his employers in Cardiff. 
By the rules of the Supreme Court service must be made in the place “ in 
which the defendant resides or carries on business’’. The defendants 
entered an appearance in London, where their registered office was, and, 
the employee applying to set aside the appearance, a majority of the Court 
of Appeal upheld him. 

There have been two interesting cases arising from fluctuations in rates 
of exchange. In National Mutual Life Association of Australasia v Attorney- 
General for New Zealand [1956] 1 All ER 721 the Privy Council had to 
consider New Zealand inscribed stock which was expressed to be payable 
at Melbourne “‘ free of exchange’’. When the stock was issued the New 
Zealand and Australian pounds were at parity, but from August, 1948, 
£NZ100 was equal to £A125. The Privy Council held that the New 
Zealand Government must pay in Australian currency, irrespective of 
whether the exchange was for or against them. Quite a different exchange 
dispute was considered by Harman, J, in Grieg v Ashton [1956] 3 All ER 123, 
where an author—Miss Clemence Dane—resident in the United Kingdom 
was over-assessed to tax in the United States before 1949 by $13,000. 
This sum was repaid to her in 1950, after the devaluation of sterling, and 
the Crown claimed that she was liable to tax on the profit she had made 
on the exchange. The Court held, however, that the rate of exchange was 
an extraneous circumstance that could not affect the liability to tax. 

This case leads the enquirer into the income-tax field, a vast one in 1956 
as in every other year. Here we can attempt only a brief chronological 
summary of some of the cases—many of them, as all students of tax law 
know, are scarcely summarizable. In Sanderson v Commissioners of Inland 
Revenue [1956] 1 All ER 14 the House of Lords upheld the Court of Appeal 
in its finding that certain shares in a private company deemed to pass on 
a death must be valued in accordance with section 55 of the Finance Act, 
1940, not at their open market value—in the particular case a difference of 
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£68 per share in favour of the Crown. In Mimister of National Revenue v 
Anaconda American Brass [1956] 1 All ER 20 the Privy Council held that 
for taxation purposes the Fifo method of valuing stock (first in, first out) 
is the correct one, and not Lifo (last in, first out). In Evans Medical Supphes 
v Moriarty [1956] 2 All ER 706 the appellant company had contracted to 
help the Burmese Government set up a pharmaceutical industry, and had 
received {£100,000 in payment for the disclosure of ‘‘ know-how”. This 
sum the Special Commissioners had held was payment for services, but 
Upjohn, J, allowing the appeal, held on the facts that it was in the nature 
of a capital receipt, the more so as the government industry could potentially 
be an export competitor so that the disclosure of “ know-how ”’ was to that 
extent a dissipation of an asset.* Upjohn, J, and the Court of Appeal were 
upheld by the House of Lords in Southern Railway of Peru v Owen [1956] 
2 All ER 728, a case in which the tax-paying company had sought to deduct 
from profit for tax purposes provisions made for retirement benefits to 
employees. The company failed on the grounds that its provisions were 
altogether too uncertain, and were not made in accordance with good 
accounting principles. In G. H. Chambers (Northiam Farms) v Watmough 
[1956] 3 All ER 485 the company had bought a second-hand Bentley car 
for £6,995, to be used for trade purpose as well as the personal purposes 
of the managing director. A gross capital allowance of £1,749 was agreed, 
and the commissioners abated this allowance not by the proportion of 
one-twelfth ascribable to personal use but by £1,020 5s. for “‘ personal 
choice ’’; Vaisey, J, held them justified in so doing, as the purchase was an 
extravagant one. 

Income tax brings us to the influential Gourley decision, which may well 
be considered the case of the year. ‘British Transport Commission v Gourley 
was in fact decided in the previous year—[1955] 3 All ER 796—but its 
shadow has fallen across the law of 1956 more substantially perhaps than 
any other. It will be remembered that the respondent, who had been 
injured in a railway accident, was awarded {£37,720 in respect of loss of 











* As this article went to press the Court of Appeal in part reversed this judgment, holding 
that the payment might be considered as arising in the course of trade, and remitting the 
case to the commissioners to determine whether it was in part a capital receipt. Leave to 
appeal to the House of Lords was granted to both parties. (The Times, December 14.) 
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earnings. ‘The House of Lords held that, despite authority to the contrary, 
the assessment of damages in a case such as this must take account of the 
income tax and surtax to which earnings lost would have been subject. 
With this factor in mind the respondent’s award was reduced to £6,695. 


The Tax Factor in Damages 

The indignation aroused by this decision in the minds of some taxpayers 
may be understandable as an emotion, but it is hardly justified in logic, odd 
though some of the implications are. Surely the injured party should not 
be put, in this particular regard, in a better financial position than he would 
have enjoyed had there been no injury ? On the other hand, there seems to 
be no reason at all why the party guilty of negligence should benefit. 
Whether he receives any benefit at all will, of course, depend on his own 
tax arrangements; but if any benefit in fact accrues to him, its amount will 
depend on whether the injured party was a surtax payer. One approves 
or disapproves of the Gourley decision presumably according to whether 
one regards such payments as compensation to the injured or penalty to 
the negligent. 

In any event the decision was one of the House of Lords, and it has been 
followed, in 1956, in a number of cases. In Hall and Co v Pearlberg [1956] 
1 All ER 297 an Official Referee applied the principle to a claim for damages 
for trespass, and a sum of £650 in lieu of rent lost by the trespass was thus 
reduced by 50 per cent in respect of tax. In Beach v Reed Corrugated Cases 
[1956] 2 All ER 652 Pilcher, J, refused to draw any distinction between 
damages for personal injuries and damages for wrongful dismissal. In 
Re Houghton Main Colliery Co [1956] 3 All ER 300 Wynn Parry, J, applied 
the principle to a breach of contract to pay a pension. In West Suffolk 
County Council v W. Rought [1956] 3 All ER 216 the House of Lords 
applied it to a loss of profits claim following on a compulsory acquisition 
of business premises. In all these cases “ wrongdoers”’ of one kind or 
another may have had cause to bless the Transport Commission’s persistence 
in carrying its plea to the highest court; and doubtless there will be other 
classes of beneficiary of the Gourley decision. 

After all this, the coal nationalization cases must seem of rather restricted 
import. In Commissioners of Inland Revenue v Butterley Co [1956] 2 All 
ER 197, a company which among other activities had carried on a colliery, 
had had that part of its business nationalized and was entitled to certain 
interim payments between the vesting date and the date when compensation 
was fully paid. ‘The House of Lords held that these payments could not 
be said to arise from a trade or business and so were not subject to profits 
tax. But, applying this decision in Commissioners of Inland Revenue v 
Parkhouse Collieries, the Court of Appeal held that during the period in 
which similar interim payments were received the company, no longer being 
a trading company, must come within the definition of an investment 
company, and that such payments, not being the income from a trade, 
must be subject to surtax under section 14 of the Finance Act, 1939. 

These two cases were a manifestation of an unexpected financial com- 
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plication of the post-war years. We may ‘perhaps end this brief selection 
with two quite different cases in which the post-war financial complication 
was much more familiar and much less unexpected—the fall in the value 
of money. In Phillips vy Ward [1956] 1 All ER 874 a surveyor had been 
negligent in 1952 in not seeing rotten timbers in a house he was surveying. 
The necessary repairs would have cost much more in 1956 than in 1952; 
but it was held by the Court of Appeal that this fact was not relevant, the 
measure of the damages being the difference between the valuation made in 
1952 and the true value at that date. But in St John Shipping Corporation 
v foseph Rank [1956] 3 All ER 683 quite another matter was in dispute. 
The plaintiffs were owners of a ship registered in Panama, the master of 
which had been fined for overloading. ‘They claimed the balance of freight 
due from the defendants in respect of the cargo, and the defendants argued 
that the illegality of the execution of the contract made the plaintiffs unable 
to claim under it. Devlin, J, held that the claim was not for funds directly 
resulting from the crime, and must therefore succeed. But the interest of 
the case to the lay commentator arose from the disclosure that the penalty 
of £100 per inch of overloading, laid down in 1932, is now outmoded: the 
cargo in question was producing £200 per inch of overloading. It seems 
that crime can pay—when the legislature fails to keep pace with the pound. 
Gold clauses, for the time being at least, are ineffective; the shipowner who 
ignores his Plimsoll line is cocking his own different kind of snook against 
inflation ! 
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Window-Dressing in a 
Minor Key 


By EDWARD NEVIN 


HE art of window-dressing is one in which the London clearing 

banks have in the past developed a high degree of perfection. 

The process became generally familiar to all concerned with British 

banking as the means whereby the monthly returns of the clearing 
banks were made to indicate a level of cash reserves substantially in excess 
of that normally in their possession. So well known had this process of 
manipulation become by the end of the last war, indeed, that it had virtually 
defeated its own purpose; no informed observer placed any reliance on the 
published cash reserves that the window-dressers were at such pains to 
inflate. ‘The abandonment of the practice as from the end of 1946 was 
therefore both logical and overdue. In the official announcement of the 
cessation of the practice it was stated that, “‘ T’aking into account the general 
disposition of Bank assets now ruling, it has been agreed in consultation 
with the Bank of England that the daily ratio of cash balances to deposit 
liabilities will be maintained on the basis of 8 per cent ’’.* 

Apparently, however, the end is not yet. As is generally known, the 
extent of any window-dressing by the banks (i.e. the extent to which 
the cash reserves declared in the monthly return overstate the position 
over the month as a whole) can be calculated with reasonable accuracy 
from data publtshed nowadays in the Monthly Digest of Statistics. ‘The 
true cash reserves of the clearing banks consist of holdings of notes and 
coin plus deposits at the Bank of England; returns covering the former 
(giving the average holdings on the Wednesdays of each month) are sub- 
mitted by the Committee of the London Clearing Banks and are published 
in the Digest, while the latter are given by the monthly averages of the 
Bank of England returns, which will also be averages of Wednesdays. 
If the true cash reserves, so calculated, are compared with those published 
in the monthly returns of the clearing banks, a fairly accurate estimate is 











* For details of the change made in 1946, and a study of the origins and history of 
window-dressing, including estimates of its extent in each of the years 1925 to 1946, see 
“The Truth about Bank Cash” in The Banker for January, 1947. In those calculations 
the deduction made for balances of non-clearing banks in bankers’ deposits at the Bank 
of England was 5 per cent for the period 1936-46; it is now believed that a more reliable 
estimate for at least the later years of that period would be 2 per cent.—EDITOR. 
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the reserves actually held over the month as a whole.* 


It is worth noting that for post-war years this system would lead to a 
slight under-estimate of any window-dressing, quite apart from the factor 
mentioned in the footnote. ‘The reason for this is that window-dressing 
implies the holding of unusually large cash balances on making-up day— 
which for all banks other than the National Bank is always a Wednesday, 
except on (most) half-year-end balance sheet dates. Estimated true cash 
reserves, however, are also based on Wednesday figures, so that they would 
include one Wednesday on which cash holdings were abnormally high; 
the true cash over the month as a whole would be somewhat smaller than 


the average of Wednesdays would suggest. 


In using this type of calculation, of course, it must be borne in mind 
that oscillations occur in the cash holdings of the banks over which they 


have no control, and these should not be confused with special and 


POST-WAR WINDOW-DRESSING BY THE LONDON CLEARING BANKS 


(Annual Averages) 


‘True Declared Window- Cash Ratios 
Year Cash Cash Dressing True Declared 

{mn {mn {mn °% w/e 

(a) (b) (b—a) 

1945 v - 367 492 125 7.8 10.5 
1946 a sti 407 523 116 8.0 10.3 
1947 ‘a jm 461 473 12 8.2 8.4 
1948 ie os 475 486 11 8.0 8.2 
1949 a a 480 496 16 8.0 8.3 
1950 - 7 483 497 14 8.0 8.3 
1951 - 4 496 511 15 8.0 8.3 
1952 - a 488 505 17 8.0 8.3 
1953 . i 496 509 13 7.9 8.1 
1954 ng iv 511 528 17 7.9 8.1 
1955 ed nd 510 529 19 7.9 8.2 


deliberate movements. For example, on any particular working day, 
individual banks usually have to estimate their total cash holdings, and the 
most careful estimates are liable to be compromised by unexpected and 
unpredictable transactions. For the banks as a whole, however, the possi- 
bilities of error of this kind are naturally very much reduced; often the 
fact that one bank is “ over ’’ will mean that another is “‘ under’’. Further- 
more, divergences between true cash and declared cash arising from 
straightforward estimating errors could be expected, in the nature of the 
case, to work in both directions, resulting in an over-statement of cash 
reserves in some months and an under-statement in others; it is only a 
systematic tendency towards either under- or over-statement that removes 
the process from the realm of mere error. A further factor eliminating 
this kind of fluctuation from the present discussion is that errors arising in 





* Bankers’ deposits at the Bank of England actually include those of banks other than 
the members of the London Clearing House, but it seems unlikely that these nowadays 
account for much more than 1 per cent or so of the total. I have made no correction to 
bankers’ deposits in the following estimates to allow for this, so that the absolute amounts 
of window-dressing shown in the table are probably under-estimates to the extent of 
£3 millions or so. 
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obtained of the extent to which the declared cash reserves diverge from 
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the course of estimating cash in preparation for the monthly returns would 
presumably tend to appear also in the averages of till-money holdings 
published by the Bank of England from data supplied by the banks them- 
selves. Thus a comparison between the two series should be little affected 
by errors of this kind. 

In the interpretation of the statistics allowance has to be made for move- 
ments in the public’s cash holdings (and inverse movements in the banks’ 
till-money) within each week and, more particularly, within each month. 
It is well known that, for various reasons, the public tends to hold a rela- 
tively large volume of cash at the end of each week and a relatively small 
volume in the middle of the week. On each Wednesday, therefore, the 
till-money portion of the banks’ cash will normally stand at or near its 
weekly peak. Fortunately, since all the relevant statistics relate to Wednes- 
days (except at some half-year ends) this weekly cycle does not distort the 
window-dressing calculation; but a complication does arise from the some- 
what similar monthly cycle. Except when holiday seasons or abnormal 
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factors cause special fluctuations, it appears that the public’s cash holdings 
are usually relatively high in the early part of the month and again towards 
the end of the month. The banks therefore tend to have relatively large 
stocks of till-money in the middle of each month, when the returns are 
normally drawn up, and relatively low stocks at the beginning and end of 
each month. ‘The returns (except at half-year ends) might therefore suggest 
a window-dressing element, since they would relate to a peak part of the 
month, while the Bank of England figures give the average for the month 
as a whole. It seems unlikely, however, that this point will be of much 
importance, First, such cash movements reflect mainly the expenditure 
of non-wage personal income, and thus must affect only a relatively small 
part of total till-money, which is itself usually less than 50 per cent of the 
banks’ total cash. Secondly, the Bank of England figures would include 
two Wednesdays when the banks’ till-money was relatively low but would 
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also include two when it was relatively high, so that a good deal of cancelling- 
out would occur.* 

The table on page 48 shows for the post-war years the results of com- 
paring the annual averages of “‘true’”’ cash (notes and coin held by the 
London clearing banks plus bankers’ deposits at the Bank of England) 
with the annual averages of declared cash as shown in the monthly clearing 
bank returns. The absurd extent to which window-dressing was being 
carried in the years immediately preceding the new dispensation can easily 
be seen. Over 1945 as a whole, for example, rather more than 25 per cent 
of the declared cash reserves of the clearing banks was purely fictitious. 
The estimates for 1947 and onwards are of more interest in the present 
context, however. ‘They suggest that discussions of window-dressing by 


WINDOW-DRESSING MONTH BY MONTH 
TruE CasH Ratio (%)t 


Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec 
1947 8.4 8.0 8.2 8.1 8.2 8.1 8.3 8.2 8.2 8.1 8.1 8.0 
1948 8.2 8.0 7.9 8.0 8.1 7.9 8.1 8.2 8.0 7.9 8.0 8.0 
1949 8.3 8.1 8.1 8.1 -8.2 7.9 8.0 8.1 7.9 8.0 iP 8.1 
1950 8.2 8.0 8.1 8.1 8.0 8.0 8.* 8.1 8.0 8.0 7.9 8.1 
1951 8.1 7.9 8.0 8.1 8.0 8.0 8.0 8.1 8.0 8.0 8.1 8.0 
1952 8.3 8.1 8.1 8.0 8.1 7.9 8.1 8.2 7.9 7.9 7.9 7.8 
1953 8.0 8.0 8.0 8.0 7.9 7.8 7.9 8.0 7.9 7.9 Pe 7.8 
1954 58 7.59 7.7 Ge 7.5 7232 O82 88 Fit 78 F838 Fes 
1955 8.1 7.8 7.8 8.1 7.9 4.9 8.0 7.8 8.0 A, 7.9 8.1 

DECLARED CASH Ratio (%)T 

1947 8.4 8.4 8.4 8.5 8.3 8.2 -8.4 8.5 8.3 8.2 8.5 8.5 
1948 2. 6.2 -8.2 6.2 806.3 832 €62 G4 G2 88 22  @.i 
1949 ae 86.3 €.2 843 8.32 82 @2 8.3 82 t.2 G2 86 
1950 8.2 8.2 8.4 8.4 8.2 8.0 8.4 8.4 8.2 8.2 8.0 8.5 
1951 SS 22 8.3 6.5 86.2.8:3 @32 64 @2 86.39 @4 64 
1952 8.4 8.4 8.4 8.4 8.3 8.3 8.3 8.4 8.2 8.1 8.1 8.5 
1953 8 @2.3 6.2 6.2 8.2/2 8&2 8.2 6.3 6:3 8.2 8.9 
1954 8.1 8.1 8.2 8.4 7.9 8.1 8.3 8.2 8.0 8.0 8.0 8.2 
1955 8.1 8.0 8.0 8.5 8.1 8.1 8.4 8.0 8.3 8.2 8.1 8.5 


+ Third Wednesday in each month, extept at half-yearly accounting dates (June 30 and 
December 31). 


British banks are not entirely of merely historical interest. ‘The extent of 
the practice has certainly been greatly reduced, and since 1947 has apparently 
averaged only slightly over 3 per cent of true cash over each year as a whole, 
which is very small in relation to the magnitudes reached even in pre-war 
years. Within each year, of course, the extent of window-dressing has 
varied a good deal more than the annual averages themselves, as may be 
seen from the chart and table showing monthly movements during the period 
in true and declared cash ratios. ‘The extreme example occurs between 
December, 1952, and January, 1953, when the absolute magnitude of the 
discrepancy between true and declared cash reserves changed by no less 





* Apart from these a priori considerations, an empirical investigation confirms that these 
intra-monthly movements have no special importance in this context. At half-year ends 
the returns are drawn up on the last day of the month; if these till-money movements were 
very significant, declared cash on the last day of the month would be seriously below the 
average for the month as a whole, and a comparison between the two sets of figures would 
indicate negative window-dressing. Such a negative result is not obtained for a single 
half-year end during 1947-54. 
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than £48 millions; between those two months the declared cash ratio fell 
from 8.5 to 8.0 per cent, while the true cash ratio actually rose from 7.8 
to 8.0 per cent.* 

A study of these monthly divergences between true cash and declared 
cash does not disclose any marked seasonal tendency over the period as a 
whole. In general, the divergences tend to be smallest in the first quarter 
of the year and greatest in December, the month in which the declared 
cash ratio usually reaches its peak. ‘The explanation of these large diver- 
gences in December of each year probably lies in the fact that in December 
the comparison of true and declared cash is one between the position over 
the month as a whole and that on the final day (instead of the third 
Wednesday) of the month. This cannot be the whole explanation, of 
course, since the same applies to June of each year, when the divergence 
shows no such tendency to be unusually large. ‘The special factor at work 
in December of each year is probably the extremely heavy outgoings of 
till-money from the banks in the early weeks of the month and the equally 
heavy re-deposit of cash by traders that is concentrated in the closing days 
of the month; there are no movements of comparable violence in June. 


A Stabilizing Practice: Contrast with Pre-war 


What has lain behind this post-war continuance (in a minor key) of the 
old-established art of window-dressing ? As its keenest critics in the past 
were always willing to recognize, window-dressing has the virtue that it 
permits the banks to neutralize purely temporary, random fluctuations in 
their cash that arise not from the intentional credit policy of the authorities 
but from accidental variations in the assets of the banks caused by the 
vagaries of public finance. The banks, in other words, use window- 
dressing mainly to stabilize and smooth out the detailed operation of the 
credit system. ‘The necessity for some such procedure must still exist, 
and always will exist so long as our banking system operates on the basis 
of a fixed cash ratio; the current stress on liquid assets in general, rather 
than cash in particular, does not alter this, since the concern for liquidity 
must rest on the fundamental necessity of maintaining (or at least showing) 
a fixed cash ratié. If no cushioning procedure of any kind were open to 
the banks, they would be forced to transmit into the money market an 
exaggerated version of every chance cash shortage that happened to occur, 
whatever the dislocation resulting from it. The continuance of window- 
dressing is therefore probably a reflection primarily of the disadvantages of 
a rigid cash ratio convention. Although importance might be attached in 
some quarters to a fixed cash ratio, such a convention would be too inflexible 
and artificial to be adopted literally in practice. 

lortunately, the stability of the average degree of window-dressing since 


* It 1s impossible for these discrepancies between true and declared cash reserves to have 
arisen merely from chance: this is shown by the fact that in only one of the 108 months 
covered by the chart is a negative result arrived at by this system of estimation—January, 
1953, when true cash exceeded declared cash by £3 millions. ‘This latter figure, it should 
be noted, is that mentioned earlier as the probable over-estimate of ‘‘ true’’ cash involved 
in using bankers’ deposits without correction. 
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1946—the annual average has not exceeded 3.7 per cent nor fallen below 
2.3 per cent of true cash—indicates that in the post-war period the practice 
has fulfilled only this smoothing function, and no longer has the less 
desirable function of defeating, or at least postponing, the ends of the 
monetary authorities. What is important from the point of monetary 
control is not that window-dressing should not exist but that it should not 
oscillate violently in degree, since this would make the effects of any given 
movement in bank cash unpredictable and, to some extent, at the discretion 
of the clearing banks themselves. It is this that distinguishes the post-war 
window-dressing practice from the pre-war. Before the war its extent was 
liable to quite significant changes, such as that from less than 6 per cent 
in 1934 to more than 11 per cent in 1936. As may be seen from the table, 
the effect of post-war window-dressing has been merely to allow the banks 
to operate at or slightly below the agreed level of 8 per cent cash and at 
the same time to show in their balance sheets a ratio slightly above that level. 

When attention is turned to the question of how the banks are able 
to maintain the old custom of window-dressing, despite the new-style 
practice of making-up on a common day, one is faced with the inscrutable 
ways of our financial statistics, and largely reduced to conjecture. In the 
days when the major banks adopted different making-up days, it was rela- 
tively straightforward for each to borrow cash from the others via the 
money market. Nowadays this borrowing-from-each-other technique is 
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clearly ruled out. So is a systematic borrowing from the Bank of England 
through the market on making-up days, at least since the day when the 
open ‘‘ back door “ clanged firmly shut, because the market could hardly 
be expected to submit to the unpopular process of putting itself in the 
Bank on each monthly make-up day. In any case, the statistics certainly 
indicate no such regular practice. 

It follows, therefore, as the only alternative, that the banks must, in 
effect, borrow the extra cash for making-up from the authorities them- 
selves. ‘The technique of arranging Treasury bill portfolios so that a 
sufficient volume of bills matured on make-up days to bring cash up to the 
required level became familiar in the middle and later ‘thirties, and one 
is driven to the conclusion that some simular practice is still continuing, 
although on a modest scale. Various possibilities suggest themselves. For 
example, the banks might “‘ make red rings on their calendars around the 
third Wednesday in each month ”’ and then “ scramble for ‘ third Wednes- 
day’ bill maturities ” in precisely the manner that The Economist hoped 
they would not at the time of the adoption of the 8 per cent ratio.* In 
fact, however, this does not seem to be happening. Alternatively, when 
credit pressure arises on make-up days, the operations of the special buyer 
in the money market might produce much the same ultimate effect, 
designedly or otherwise. If, however, the pressure is mainly shifted to the 
Exchequer—so that it has to meet unusually heavy maturities on make-up 
days—it will, of course, be obliged to borrow more or less correspondingly 
from the Bank of England; it would probably do this through the expansion 
of Ways and Means Advances, though it may be technically possible for 
the cash to be obtained by sale to the Bank of tap bills (held by the various 
oficial agencies that operate behind a modest but effective cloud of 
obscurity). The publication of the floating debt returns on dates that do 
not normally coincide with the make-up days of the banks precludes, 
however, any firm conclusions. 

Whatever the precise method adopted, it seems clear that the practice of 
window-dressing still plays its part in British banking, although on a very 
modest scale. ItJs clear, also, that it must involve conscious or unconscious 
co-operation by the authorities. ‘The slight degree of camouflage resulting 
in the returns of the clearing banks is certainly a small price to pay for the 
increased flexibility and smoothness of the credit system that window- 
dressing helps to attain. But is even this necessary ? Apparently the banks 
still think it desirable to show in their returns a cash ratio comfortably 
above the conventional minimum, rather than the ratio actually maintained 
for everyday working purposes. Surely a more satisfactory solution would 
be a propaganda campaign in favour of a ratio varying within defined limits 
as opposed to one that is rigidly fixed. ‘The campaign would need to be 
directed towards whoever the banks are seeking to comfort by means of 
window-dressing—whether it be their customers, their competitors, their 
masters in high places or (impious thought) themselves. ‘There is, after 
all, no special virtue in a ratio immovably frozen slightly above the mystical 
figure of eight. 
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AMERICAN REVIEW 








LTHOUGH the Treasury bill 

rate edged well above the Federal 

Reserve Banks’ rediscount rates of 
3 per cent in the middle of last month, 
rumours of yet another rise in the 
official rate had subsided. ‘The Reserve 
authorities were by then engaged in 
open-market operations designed to 
bolster the commercial banks’ supply 
of cash, and there was some suggestion 
in money market quarters that the 
“tide had turned” and that the 
Reserve System had begun to anticipate 
a change in the economic climate by a 
move away from credit restraint. 

As on earlier occasions in 1956, such 
rumours met with a prompt denial 
from Mr W. M. Martin, chairman of 
the Reserve Board of Governors. 
Speaking to a joint Congressional com+ 
mittee now engaged on a study of 
monetary policy, he said on Decem- 
ber 10 that the Board would not relax 
restraint; but he added that, on the 
other hand, it was not concerned to 
impose any further restrictions on 
stock market credit, since there was no 
evidence that this had become unwieldy 
(the total of stock exchange customers’ 
debit balances scarcely changed through- 
out 1956, following the steep rise in 
1954-55). Mr Martin declared that 
1956 was ending with “ demand still 
outpacing savings, with personal in- 
comes at a new high rate of $332,000 
millions or more, and with international 
disturbances that could add to further 
overstraining of our resources ”’. 

The Administration is concerned 
also with the wider impact of the Suez 
crisis on America’s export markets 
(other than those for oil and coal) and 
upon the “ general climate ’”’ of inter- 
national trade and investment, upon 
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which such high hopes have been 
built. Notwithstanding the overwhelm- 
ingly stronger position of the American 


economy, the Administration has in 
fact been faced with something like 
the dilemma confronting the authorities 
in Britain in deciding the requisite 
corrective lines of internal economic 
policy. 


Money Policy Neutral 


Recent conclusions about the weight 
of the opposing forces seem to confirm 
the practically neutral policy that has 
prevailed for so long. The recent grant 
of official relief was made to relieve 
normal seasonal needs, and is no guide 
to the intentions of the “‘ Fed ”’ later 
this year. Another factor that has been 
at work is the knowledge that the 
general fall in prices of Treasuries and 
other bonds to the lowest levels for 
many years has been having a restric- 
tive effect, at this stage, on new de- 
velopment plans and on the banks’ loan 
policies. 

In his evidence to Congress, Mr 
Martin observed that ‘contrary to 
some impressions”’ the Federal Re- 
serve System had not reduced the 
money supply, which had in fact “‘ con- 
tinued to increase this year though at a 
lesser rate than in 1955’. ‘The Reserve 
Board can claim that the policy of 
restraint has been operated throughout 
with a delicate touch. The banks’ 
“net borrowings’? (sums _ borrowed 
from the Reserve System less “‘ excess ”’ 
reserves over minimum requirements) 
have been kept well below the peak 
levels reached in the spring, despite the 
fact that industrial and commercial 
loans in early December, at $30,400 
millions, were up by about $4,400 
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millions on the year. The banks have 
met this strain by a consistent liqui- 
dation of their Treasury portfolios. 

On the other hand, it is certainly 
true that the rise in total output in 
1956 has greatly outpaced any upward 
movement in money supply. With this 
reasonably tight hand on the credit 
reins, and with present economic forces 
quite delicately balanced, the Reserve 
Board was probably partly concerned 
in December to prevent any sharp 
break in long-term bond prices. 

Tentative forecasts for the New Year 
suggest that the pace of business 
spending on new plant and equipment 
(tentatively estimated to reach a peak 





annual rate of $38,000 millions in the 
final quarter) will be more or less main- 
tained for some months ahead, and 
will thus continue to provide a firm 
foundation for a buoyant level of 
activity. But a fair weight of respon- 
sible opinion holds that there is no 
fresh stimulus in sight to provoke any 
new burst of production and that at 
some later stage in 1957 the weight of 
plant expansion and re-equipment over 
the past few years may have a decidedly 
sobering influence. It is this prospect 
of no marked growth, together with the 
cautious assessment of monetary policy, 
that have put fairly effective curbs on 
Wall Street in recent weeks. 








American Economic Indicators 





1956 
1953 1954 1955 —_———+-_- ——- 
Aug Sept Oct Nov 
Production and Business: 
[Industrial production (1947-49 =100). . 134 125 139 142 145 146 = 147 
Gross private investment (billion $) .. 50.3 48.0 606 — 65.1 — — 
New plant and equipment oe $).. 28.4 268 28.7 — 380 — — 
Construction (billion $) ra 35.3 37.8 43.0 44.6 44.3 43.9 44.6 
Housing starts 1,103 1,220 1,328 101.0 93.0 93.0 80.0 
Business sales (billion $) 48.4 46.7 51.7 54.4 54.0 549 — 
Business stocks (billion $) 80.3 76.9 82.1 86.0 86.5 87.1 — 
Merchandise exports (million $) 1,314 1,259 1,293 1,516 1,518 1,656 — 
Merchandise imports (million $) 906 851 948 1,049 ‘992 1,120 — 
Employment and Wages: 
Non-farm employment (million) 55.6% 54.7 56.5 59.5 58.7 59.0 59.1 
Unemployment (000s) . .. 1,062* 3,230 2,654 2,195 1,998 1,909 2,463 
Unemployment as % labour force... 2.5* 50 4.0 3.2 — se 3.6 
Hourly earnings (mfg) ($) ad vi 1.77 1.81 1.88 1.98 2.00 2.02 2.03 
Weekly earnings (mfg) ($) 71.69 71.86 76.52 79.6 81.4 82.2 82.4 
Prices: 
Moody commodity (4931=100){ ligh 38840) aa7 425 42438 
Farm products (1947-49 = 100) 97.0 95.6 89.6 89.1 90.1 88.4 87.9 
industrial (1947-49 = 100) 114.0 114.5 117.0 122.4 123.1 123.6 124.2 
Consumers’ index (1947-49 ~100) 114.4 114.8 114.5 116.8 117.1 117.7 — 
Credit and Finance: 
Bank loans (billion $) - a 67.6 70.6 82.8 87.5 88.5 88.5 88.8 
Bank investments (billion $) .. i 78.1 85.3 78.3 73.22 73.5 73.7 — 
Bank loans (weekly) (billion $) 23.4 22.5 26.7 29.2 29.7 29.9 30.4 
Consumer credit (billion $) . 31.2 32.3 38.6 39.9 40.1 402 — 
Treasury bill rate (%) .. - ¥ 1.93 0.95 1.75 2.61 2.85 2.96 3.00 
US Govt Bonds rate (%) 3.16 2.70 2.94 3.19 3.25 3.24 3.31 
Money supply (billion $) 200.9 209.7 216.6 212.9 214.2 2166 — 


Federat cash budget (+ or —) ( mill $) -6,153-1,082 -740 — -1,141 


| 


credit show amounts outstanding at the end 
of the period. Moody’s commodity index 
shows high and low 1953-55, and end-month 
levels. Weekly bank hoans are derived from 
partial returns only. Budget figures are 
cash totals 1953-55 and then quarterly. 

* Old basis. 
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Notes—Latest figures are preliminary or 
estimated. Yearly figures are given for 
private investment and equipment for 
1953-55 and then quarterly figures at annual 
rates. Construction figures show monthly 
averages 1953-55. Business sales and stocks, 
money supply, bank loans and consumer 
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0 Indian Chessman, part of the set once 
owned by Clive of India. 


‘ e y 
Chequerboard of the Kast 
So many races .. . so many needs . . . so many markets extending over a vast 
area of the earth’s surface. And there The Chartered Bank operates with 
knowledge and experience sustained by more than a century of close and 
intimate contact. Branches of The Chartered Bank are established in most 
centres of commercial importance throughout Southern and South-East Asia and 
the Far East. At all these branches a complete banking service is available and, 
in particular, facilities are provided for the financing of international trade in 
co-operation with the Bank’s offices in London, Manchester and Liverpool, its 
agencies in New York and Hamburg and a world-wide range 
of banking correspondents. In London and Singapore the Bank is 
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prepared to act as executor or trustee. 


THE CHARTERED BANK 


(Incorporated by Royal Charter, 1853) 
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HEAD OFFICE : 38 BISHOPSGATE, LONDON, E.C.2 
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INTERNATIONAL 





REVIEW 





Australia 


BIG DOLLAR LOANS — Australia has 
arranged two big dollar loans in the 
past few weeks. A further “ general 
purpose ”’ loan of $50 millions has been 
granted by the World Bank. This will 
be used to finance the development of 
agriculture and forestry, road and rail 
transport, industry and mining, par- 
ticularly the purchase of equipment from 
the dollar area, ‘The loan is for a term 
of fifteen years and bears interest at 4} 
per cent. 
FINANCING US’ AIRCRAFT—The other 
dollar loan, to a total of $27 millions, is 
to finance purchases of Boeing and 
Lockheed aircraft for Qantas Empire 
Airways. Private investment institutions 
in the United States are providing $17.7 
millions, and the balance of $9.2 millions 
will come from the World Bank. Both 
loans are at 4? per cent; that from the 
private investors is repayable within 
eight years and that from the World 
Bank within ten years. 
NEW SAVINGS BANK BUSINESS— [he annual 
report of the Australia and New Zealand 
Bank contains the first balance sheet 
of the bank’s savings bank subsidiary— 
which, together with a subsidiary of the 
Bank of New South Wales, comprises 
the first venture by Australian joint 
stock banks into savings banking. In 
its first nine months of business, to 
September 30 last, the Australia and 
New Zealand Savings Bank attracted 
deposits of fA22.2 millions; these 
appear to have been drawn in part from 
the deposits of the parent bank, which 
fell by £114 millions to £A336.8 mil- 
lions. ‘The great bulk of the savings 
bank’s assets is held, as required by 
regulation, in liquid balances and govern- 
ment securities ; loans and other accounts 
amounted to {A1$ millions. 

The recent recovery in external re- 








serves and the trade balance is discussed 
in a contributed article on page 28. 


Austria 


DENATIONALIZING BANKS—Agreement in 
principle on the issue to the public of a 
portion of the capital of the two big 
nationalized banks, the Creditanstalt and 
the Laenderbank, has been reached 
between the two parties forming the 
Coalition Government, the people’s party 
and the Socialists. ‘The agreement pro- 
vides for the marketing of 40 per cent 
of the capital of the two banks in shares 
of low denominations. Of the shares 
issued in this way, three-quarters will be 
non-voting Preference shares and a quar- 
ter Ordinary shares with full voting rights. 





MR GEORGE CHAMPION 
President, Chase Manhattan Bank 





Belgium 

BANK RATE UP—The National Bank of 
Belgium raised its re-discount rate from 
3 to 3¢ per cent in the first week of 
December. ‘The move was attributed to 
the need to counter inflationary stresses 
that have recently become evident. The 
last adjustment in the Belgian Bank 
rate was the increase from 2? per cent 
in August last year. 

FINANCE FOR AFRICA—Hambros Bank of 
London is participating to the extent of 
20 per cent in a consortium known as 
Consafrique, a banking organization that 
has been registered in Luxembourg with 
the principal object of promoting the 
development of the natural resources of 
Africa. The other participants are 
French, Belgian and German financial 
institutions. ‘The administration of the 
consortium has been entrusted to a 
French concern, the Compagnie Franco- 
Americaine des Metaux et Minerais. 


Bolivia 
CURRENCY STABILIZATION ?—Congress has 
granted the Government power to take 
whatever measures it considers necessary 
to stabilize the monetary situation. A 


Bolivian stabilization commission has 
visited Washington to discuss the possi- 
bility of American technical and financial 
help for the Government’s bid to arrest 
the headlong fall in the value of the 
currency. 


Canada 


PEAK IN $ PREMIUM—The Canadian 
dollar rose to a premium of almost 
5 per cent in terms of the United States 
dollar during December, the highest 
premium since the Canadian exchange 
was freed in 1950. ‘The strength is 
attributed to the continued high level 
of demand for Canadian dollars arising 
from the flow of both long-term and 
short-term funds into the country from 
the United States. 


China 

It has been announced that two large 
Chinese banks have been authorized to 
open foreign currency accounts at their 
branches in the seven main trading 
centres of mainland China. For the 
time being this sanction will be restricted 
to accounts in roubles, sterling, Swiss 
francs and Hong Kong dollars. 
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Colombia 


EXCHANGES AND TARIFFS—The Finance 
Minister has stated that he does not 
intend to devalue the peso to meet com- 
plaints that the present structure of 
rates is too complicated and places an 
unduly high value on the country’s 
currency. He added, however, that 
many of the problems created by the 
system of multiple exchange rates would 
be disposed of by the new streamlined 
customs tariff that would be introduced 
shortly. 


Egypt 

BANKING DIFFICULTIES—There has been 
considerable dislocation of the banking 
system as a result of the Anglo-French 
occupation of the Port Said area. In the 
occupied district, both local and foreign 
banks have been unable to transact any 
business other than a small number of 
special transactions owing to the shortage 
of cash resources and the possibility of 
a run on deposits. Elsewhere, following 
the sequestration order issued by the 
Egyptian Government early in Novem- 
ber, British and French banks have been 
operating under the greatest difficulty. 
But some business has continued at 
other foreign banking institutions. 


Finland 


SOVIET TRADE AGREEMENT—The trade 
agreement for 1957 with the Soviet 
Union provides for Finnish exports of 
617 million roubles and imports of 499 
million roubles. ‘The balance in Fin- 
land’s favour will be met by exports 
to Finland from other countries in the 
Soviet bloc and by payments in cur- 
rencies that Finland can use to settle its 
deficits with Westtrn countries. 


France 


SUEZ DRAIN—T here was a further severe 
fall in exchange reserves during Novem- 
ber, reducing the total to frs 179,000 mil- 
lions, compared with frs 394,000 millions 
at the beginning of the year (excluding 
the gold holding of the Bank of France, 
which has remained at about frs 300,000 
millions throughout this period).  In- 
cluding this holding, total reserves 
suffered a drop of almost a third during 
the first eleven months of 1956, to the 
equivalent of about $1,370 millions. 

NEW BUDGET PROCEDURE—The budget 
for 1957 was presented to the Assembly 
towards the close of November under 


new procedural rules designed to stream- 
line its passage and thus to facilitate the 
Government’s task in implementing its 
economic policy. Deputies are to be 
asked to approve the broad lines of 
policy set out in the Finance Bill, before 
passing at a later stage to discussion on 
detailed items of expenditure. To facili- 
tate debate, the budget figures were 
published in conjunction with an exten- 
sive survey of the French economy pre- 
pared by the Finance Committee. 


Germany 


RECORD EPU SURPLUS—The surplus in 
the balance of payments remains large. 
The surplus in the European Payments 
Union in November reached $133 mil- 
lions, a new record. Heavy advance pay- 
ments for German goods, prompted in 
part by fears of the devaluation of other 
currencies and in part by rumours that 
the deutschemark would be raised in 
value, have played an important part in 
bolstering the payments balance in 
recent months; such payments are re- 
ported to have included down payments 
by India from its sterling balances on 
the steelworks that Germany is building 
in the country. 

RECONCENTRATION IN BANKING — The 
House of Deputies approved legislation 
early in December permitting the re- 
establishment of the traditional “ Big 
Three ” banking groups—the Deutsche 
bank, the Dresdner bank and the Com- 
merz bank. ‘These were broken up at 
the end of the war into nine new banks, 
in accordance with the wishes of the 
Allied Powers. ‘The passage of the Bill 
through the Upper House is not expected 
to meet with any serious opposition. 
REPORTED BANK FAILURE—The private 
banking firm of Eichborn. and Co of 
Nuremburg was reported to have sus- 
pended payment in December. Its 
deposits were said to amount to the 
equivalent of £700,000 sterling. 

A new quota-free list has been intro- 
duced for imports from other OEEC 
countries. Virtually all manufactured 
goods may now be imported freely into 
Germany from the OEEC area. 


Gold Coast 


The short survey of the country’s 
economy by three members of the 
World Bank has been completed; but 
it has been indicated that the report 
will not be published. The object of the 
survey was to enable the bank to obtain 









Accounting problem: 
How coup MICHELIN 


DISCOVER THEIR 
OVERALL STOCK POSITION 
AT A MOMENT’S NOTICE ? 













































28 LEDGERS had to be referred to before Michelin 
could discover the overall position for any one of 
their 900 items of stock. As the demand was in- 
creasing, this meant depots got dangerously low 
in certain items and costly last-minute transfers 
often had to be made. 

Like many firms, big and small, faced with this 
kind of problem, they called in Burroughs. 


SOLUTION. In co-operation with Michelin, our 
representative evolved a complete system, from 
the collecting and summarizing of original data 

7 to the storage of the final records; this system 
was based on six Burroughs Sensimatics. All 
movements of stock—despatches, sales, transfers 
—are recorded by the Sensimatics in such a form 
that the machine Supervisor can find out within 
seconds the stock position for any size of tyre. 
Total in the Company’s possession, quantity in 
Central Stores, total out at depots, total in in- 
dividual depots—all available at a glange. The 
result is more effective allocation of new stocks, 
fewer emergency transfers, and infinitely quicker 
returns of monthly figures. 


or 
HOW BURROUGHS MIGHT BE ABLE TO HELP YOU 


How many of your staff are engaged in figure-work? 
How long does it take you to get the figures you want? 
Are the figures always accurate when you do get them? 

Burroughs Accounting Machines will do this figure- 
work for you without tying down a lot of staff and do it 
far more speedily and far more accurately. Burroughs 
make machines suited to every size of business and you 
have everything to gain by consulting them. 

They will advise against buying one of their machines 
if they don’t think you need one. Their advice, of course, 
is free. The local Burroughs office is in the phone book, 
or you can write to London if you prefer. 


<urroughs 


The most experienced manufacturers of Adding, Calculating, Accounting, Type- 
writer-Accounting, Statistical and Microfilm Equipment 


BURROUGHS ADDING MACHINE LTD., 356-366 OXFORD STREET, LONDON, W.! 
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first-hand information about the eco- 
nomy of the Gold Coast in anticipation 
of the proposal for membership that the 
Government of the Colony has indicated 
will be submitted when the country gains 
its independence in March, 1957. 


India 
SUPPLEMENTARY BUDGET—The Finance 
Minister, Mr Krishnamachari, intro- 
duced a supplementary budget at the 
end of November to introduce addi- 
tional measures to counter the recent 
growth of inflationary pressures. ‘The 
budget raised super-tax, the capital gains 
tax and customs duties, to produce an 
estimated increase in revenue of Rs 150 
millions a year. The alarming expansion 
in the money supply and running down 
of overseas balances in recent months is 
discussed in a contributed article on 
page 22. 
NEW BANKING CONTROLS ?—The Govern- 
ment has introduced a Bill designed to 
give it greater control over the activities 
of banking companies, including foreign- 
owned banks. The declared intention of 
the new measure is “ to prevent certain 
undesirable tendencies in the administra- 
tion of banking companies which may 
affect their soundness or not be in the 
public interest or in the interest of 
depositors ’. The purpose of the Bill is 
to enable the authorities to prevent 
*‘ abuses ”’ in the banking system rather 
than to strengthen their weapons of 
monetary policy. One of the provisions 
is that appointments and terms of 
employment of managing directors, 
managers or chief executives of banks 
shall be subject to prior approval by 
the Reserve Bank. 
BANK LENDING PRESSURE—Commercial 
bankers are increasingly worried about 
the effect on their financial structures of 
the Government’s insistence that they 
should play an important part in finan- 
cing industrial development through the 
provision of long-term capital. They 
point out that the resulting increase in 
advances of a more or less permanent 
character means that resources have 
become so fully extended that banks 
experience great difficulty in perform- 
ing their traditional function of supply- 
ing short-term credit to meet seasonal 
variations in business activity. 
CAPITAL GAINS TAX— The _ Finance 
Minister, Mr Krishnamachari, told the 
annual meeting of the Associated Cham- 
bers of Commerce that the new capital 
gains tax had come to stay. He explained 
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that the tax was not expected to yield 
much revenue immediately, but that 
when the tax system had been reor- 
ganized it should play an important part 
in the fiscal system. 


Iraq 


REPLACING OIL REVENUES—The cut in 
the output of the Iraq Petroleum Com- 
pany as a result of the destruction of the 
pipeline system in Syria has thrown 
into jeopardy the main source of finance 
of the Iraq Development Board, the oil 
revenues. It is not intended, however, 
to modify the six-year programme to any 
major extent for the time being. Iraq 
will rely for the present for the necessary 
finance on drawings on sterling reserves 
accumulated over the past few years. 


Irish Republic 


EXTERNAL BALANCE IMPROVES — The 
measures taken by the Government 
early in 1956 to strengthen the balance of 
payments have begun to yield results. 
Import outlays fell sharply in the second 
and third quarters of the year and this 
had the effect of reversing the fall in 
external reserves. External assets were 
estimated by the Irish authorities at 
£163 millions at the end of September, 
compared with £155 millions three 
months earlier. The improvement in 
the balance of payments has halted the 
earlier contraction in liquid assets, the 
bulk of which are held as balances in 
London. 


Israel 


INDEX LINKED LOAN—To help meet the 
pressures on Israel’s internal finances 
resulting from the recent military action 
in the Sinai desert, the Government has 
drawn up plans for the floating of a 
loan of I1£40 millions. The loan can 
be subscribed in three forms—4? per 
cent debentures not subject to tax, 
64 per cent debentures subject to tax, 
and bonds that may qualify for prizes. 
The value of the prize bonds is linked 
to the dollar exchange rate; that of the 
debentures is linked to this rate or to 
the cost-of-living index, at the investor’s 
option. 

WAGE POLICY CONDEMNED—The Gover- 
nor of the Bank of Israel, the central 
bank, complains in a report submitted to 
the Parliamentary Finance Committee 
that while some of the proposals to halt 
inflation recommended in his previous 
report have been carried out, the most 





important have not. He points out that 
towards the end of 1955 a close approach 
to equilibrium between the supply of 
goods and the volume of money had 
been achieved by the balancing of 
Government expenditure and revenue, 
restrictions on the creation of new credit 
and measures to stimulate saving; but 
he added that failure to prevent increases 
in wage and salary rates had led to a 
renewal of inflationary pressures during 
1956. In consequence, the money supply 
was some 174 per cent larger at the 
beginning of September than it had been 
twelve months before. He urged that, in 
future, increases in personal incomes 
should be made dependent on increases 
in output. 

The Bank Leumi le-Israel announced 
at the end of November its intention to 
open a branch in Gaza, the main town 
in the Gaza Strip occupied by Israeli 
forces in the recent action. 


Japan 


NEW FALL IN STERLING BALANCES—The 
fall in sterling holdings has been carried 
further. Official holdings amounted to 
no more than £27 millions early in 








December, compared with over £100 
millions earlier in the year. Japan’s 
attempts to persuade the British authori- 
ties to ease restrictions on Japanese 
imports into the sterling area have made 
little progress. 

FEWER BILATERAL PAYMENTS — The 
Japanese authorities are planning to bring 
to an end arrangements for dealing with 
payments with Finland, France and the 
Netherlands through clearing accounts. 
The new payments agreements are to 
provide for settlement in sterling or 
some other mutually-acceptable medium 
of exchange. It is hoped that the number 
of clearing or open account countries 
will soon be reduced to seven—For- 
mosa, Korea, Greece, Indonesia, Turkey, 
Egypt and Indo-China. 

STERLING QUOTATION — The Japanese 
authorities have indicated that they in- 
tend in the near future to permit the 
sterling-yen rate to fluctuate in the 
market within the limits set by inter- 
national agreements. Hitherto, the rate 
has been fixed on a day-to-day basis 
by the Japanese authorities to correspond 
with the figure indicated by applying 
the sterling-dollar cross rate to the value 
of the yen in terms of the US dollar. 





own convenience. 


yields, apply to: 


TRUSTEES: 





A solid and dependable trust comprising First-Class Securities spread over British and Common- 
; wealth Banks, Insurance Companies and Investment Trust Companies. 


CONSOLIDATED UNITS } 


A Combined Enterprise 


BANKS and INSURANCE COMPANIES with their history of cautious expansion provide a balance 
of SAFETY with GROWTH which makes a holding of their shares so desirable. 

INVESTMENT TRUST COMPANIES with their large resources and their policy of “ spreading 
the risk’ strengthen the element of SAFETY and enhance the features of GROWTH in all their 
4 securities. Taken together in Consolidated Units, the securities of all three groups provide a means ; 
of investing in the more progressive elements of the economy of the English-speaking world. 


; Purchase of Units 


The minimum initial purchase is twenty Units which, at the current price, is within the reach of the 
smallest investor, who may thereafter add to his holding any number of Units at any time to suit his ; 


Offer price 27th December, 1956: 20/6xd. 


For full particulars of Consolidated Units and the other Units in the Group, including prices and 


THE MANAGERS: 


Bank Insurance Trust Corporation Limited 


30 Cornhill, London, E.C.3 


Midland Bank Executor and Trustee Company Limited 


Bankers: Midland Bank Limited ‘ 
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Commencing yield: £5 3s. 4d.% 
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NEW BANK GOVERNOR— [he Government 
has announced the appointment of Mr 
Yamagiwa as Governor of the Bank of 
Japan. Mr Yamagiwa is a former Presi- 
dent of the Japanese Export-Import 
Bank. 


Malaya 


UK LOAN SOUGHT—A Malayan Govern- 
ment delegation headed by the Prime 
Minister, Tenghu Abdal Rahman, and 
the Finance Minister, Colonel Lee, 
visited London during December to 
discuss financial assistance by the United 
Kingdom for the country’s programme 
of capital development. ‘The mission 
was reported to be planning to ask for a 
loan equivalent to £90 millions. 

There have been talks between Malaya 
and Singapore on the form economic 
and political relations between the two 
territories are to take after Malaya be- 
comes fully independent in August 
this year. After the talks, the Malayan 
Premier expressed the view that the 
possibility of union between the two 
regions was “ further off” than before. 


Netherlands 


SUGGESTED RETRENCHMENT—Plans for 
new disinflationary measures drawn up 
by the Dutch Social Economic Council 
at the Government’s request suggest 
that a saving of the order of Fls 700 
millions could be achieved by (1) ar- 
ranging for part of the cost of the in- 
crease in old age pensions to be borne 
by employers and workers; (2) reducing 
Government spending by Fls 200 mil- 
lions; (3) curtailing, by tax adjustments, 
investment by private enterprise to the 
extent of Fls 225 millions, and (4) restrict- 
ing consumption through adjustment of 
subsidies and charges for public utilities’ 
services and thro@gh tax changes. 

The Finance Minister has forecast 
that the payments deficit for 1956 is 
likely to come out in the region of 
Fls 500-600 millions; he declared that, 
while not alarming, the situation was 
serious enough to render certain measures 
‘ urgently necessary ”’. 


Pakistan 


NEW FINANCING BODY—It has_ been 
announced that the new industrial credit 
and investment company sponsored by 
the Central Government will _ start 
operating shortly with an initial capital 
of Rs 20 millions. The company’s 


resources will be supplemented by an 
interest-free loan of Rs 30 millions from 
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the Government, and by an advance of 
Rs 20 millions from the State Bank of 
Pakistan at a low rate of interest. It is 
hoped that the new enterprise willbe 
able to obtain :dollar advance from the 
World Bank of the order of Rs 20 


millions (about $4 millions). 


Poland 


EXCHANGE BAN LIFTED—A new regulation 
published by the Minister of Finance 
lifts the ban on private holdings of 
foreign exchange and of gold and 
platinum. Deposits of such items 
with banks made under the earlier 
regulation imposing the ban may now 
be withdrawn. While transactions be- 
tween individuals in foreign exchange 
remain illegal, holdings of foreign ex- 
change may be used to pay for various 
imports. 
Sweden 


BANK RATE RAISED—The Swedish Bank 
rate has been raised by } per cent to 
4 per cent, the highest rate since 1932. 
The increase is attributed to official 
fears that the repercussions of recent 
developments in the Middle East will 
accentuate existing weaknesses in the 
balance of payments. 


Switzerland 


The contracting parties to the General 
Agreement on Tariffs and ‘Trade have 
agreed to grant Switzerland the provi- 
sional status of associate membership 
for a period of two years. 


Syria 

STERLING REJECTED—Syria has refused to 
accept sterling in payment for its ex- 
ports to the United Kingdom, except 
where contracts were concluded before 
November 4. It has demanded that 
payment shall be in United States dollars, 
Swiss or Belgian francs. As British 
importers are prohibited by UK ex- 
change regulations from making such 
payment, the Syrian demand threatens 
to bring trade with Britain to a standstill. 
RUN ON BANKS—Recent political develop- 
ments have resulted in extensive with- 
drawals from the banks. ‘To help the 
banks meet their obligations, the central 
bank has provided special facilities to 
replenish available funds. It has also 
taken steps to prevent a financial crisis 
by declaring a partial moratorium and 
agreeing to make advances for crop 
financing and other purposes to members 
of the general public. 











Barclays Bank—Head Office: Mr J. S. 
Derbyshire from Enfield to be an inspector. 
London—Balham: Mr F. E. W. Woodfine 
from Brockley Rise to be manager in suc- 
cession to the late Mr J. P. Rees; Brockley 
Rise: Mr A. L. Soward to be manager. 
Beverley: Mr G. Thompson from Scar- 
borough to be manager. Bootle and Great 
Crosby: Mr A. S. Webster from Liverpool 
to be manager on retirement of Mr Hamilton. 
Burnham-on-Crouch: Mr G. C. Paddison 
from Rayleigh to be manager. Carshalton: 
Mr T. D. Evans from City Office to be 
manager on retirement of Mr Richardson. 
Coseley: Mr G. T. W. Jordan from Coseley 
to be manager. Dunmow: Mr C. C. Jago 
from Burnham-on-Crouch to be manager 
on retirement of Mr A. T. Stoddard. 
Holywell and Flint: Mr E. Roberts from 
Llangefni to be manager on retirement of 
Mr Jones. Aull, Trinity House Lane: Mr 
C. Widdowson from Doncaster to be 
manager. Leeds, North St: Mr J. K. 
Wilkinson from Keighley to be manager. 
Llangefni: Mr J. H. Roberts from Llanrwst 
to be manager. Llanrwst: Mr E. R. 
Williams from Caernarvon to be manager. 
Penzance, Local Head Office: Mr M. Sal- 
vadori from Penzance to be manager. 
Clive Discount Company—Mr P. H. J. 
Southby has relinquished his appointments 
of director and managing director. 
Clydesdale & North of Scotland Bank— 
Golspie: Mr H. Philip to be Inspector of 
Branches, Northern Area, on the retirement 
of Mr A. C. Macaulay; Mr W. Fox to be 
manager. Johnstone: Mr R. Baillie from 
Clydebank to be joint manager at Johnstone 
branch on the retirement of Mr A. Shanks. 
Laurencekirk: Mr. D. Spalding from Dundee 
to be manager on the retirement of Mr J. 
Simpson. 

District Bank—Harrogate: Mr R. M. Shaw 
to be manager. Lancaster: Mr F. E. ‘Totten 
from St Albans to be manager. 

Hongkong and Shanghai Banking Cor- 
poration—Mr J. A. Blackwood to be 
deputy chairman. 

Lloyds Bank—Mr D. M. Oppenheim has 
been elected to a seat on the board. Head 
Office, Advance Dept: Mr D. Mackrory from 
Manchester to be a controller. Cardiff, 
Executor and Trustee Dept: Mr R. G. 
Griffiths from Brighton to be manager. 
Chatham: Mr F. V. R. Giles to be manager 
on retirement of Mr Jeffkins. Chesterfield: 
Mr W. V. Kendall from Rugby to be 
manager. Liverpool, Victoria St: Mr G. T. 
Marson to be manager in succession to Mr 
Brierley. Morpeth: Mr E. A. Holt from 
Ponteland to be manager on retirement of 
Mr Hardy. St Austell: Mr J. S. Bowey 
from Cullompton to be manager. 

Martins Bank—Barnstaple: Mr K. E. 
Tomlinson to be manager. Gloucester: Mr 


APPOINTMENTS AND RETIREMENTS 


J. Harbit from Hanley to be manager. 
Huddersfield, Westgate branch: Mr W. Old- 
royd from Wakefield to be manager. Wake- 
field: Mr J. E. S. Mason from Bradford to 
be manager. 

Merchant Bank of Central Africa—Sir 
Ronald L. Prain to be chairman and Mr 
Bruce to be deputy chairman. The following 
directors have been appointed to the 
board: Messrs R. H. W. Bruce, D. R. 


Colville, H. R. Moore, E. Dervichian, 
K. Douglass, C. Kirkpatrick and M. 
Menzies. Mr S. J. Davies to be general 


manager and Mr P. F. G. Fane to be 
secretary. 

Midland Bank—Bridgend: Mr A. Y. Rees 
from Merthyr Tydfil to be manager on the 
retirement of Mr Jacob. Hemsworth: Mr 
W. L. Graham from South Elmsall to be 
manager on retirement of Mr Spark. Hull, 
Newland: Mr D. L. Wilkinson to be 
manager in succession to Mr M. A. R. 
Horspool. Merthyr Tydfil: Mr W. A. 
Griffiths to be manager in succession to 
Mr Rees. 


National Bank of India—Mr W. Kerr to 
be general manager on retirement of Mr 
Chisholm who retains his seat on the 
board. Mr G. T. Gillespie to be deputy 
general manager; Mr H. D. Cayley to be 
assistant general manager; Mr R. C. Hunter 
and Mr K. Crawfurd to be managers. 
National Bank of Pakistan—Mr J. L. 
Tomlinson to be deputy managing director 
at the Head Office in Karachi. Mr J. A. F. 
Sievwright to be manager of the United 
Kingdom office. 


‘National Bank of Scotland—Glasgow, 


Shawlands: Mr J. A. Crerar to be manager 
in place of Mr Alexander. 


National Provincial Bank—Head Office: 
Mr R. M. M. Adams to be deputy resident 
solicitor. Mr C. R. Wainhouse from Smiths 
Bank, Nottingham, to be inspector of 
branches. London—Acton: Mr A. G. Gadd 
to be manager; Croydon: Mr G. J. Nicholson 
from Ilford to be manager on the retirement 
of Mr A. Hoskins; Finsbury Sq: Mr W. C. 
Frankum from Fenchurch St to be manager; 
Moorgate: Mr J. E. Whitworth from Fins- 
bury Sq to be manager on the retirement of 
Mr Gibson. Thirsk: Mr R. J. Leathers 
from Boston to be manager. 

Westminster Bank—Head Office: Mr G. F. 
Lambert from Brentford to be inspector of 
branches; Miss M. O. A. Milner to be an 
assistant staff controller. Chesham: Mr L. A. 
Green from Kingston-on-Thames to be 
manager on retirement of Mr S. J. A. S. 
Chappell. Driffield: Mr H. Thompson from 
Helmsley to be manager. Helmsley: Mr 
H. R. F. Lonsdale from Beverley to be 
manager. Rochdale: Mr H. Saunders from 
Blackburn to be manager. 































Trend of **Risk’’ Assets 


(£ millions, except for italicized figures, which show percentages of gross deposits) 











BANKING STATISTICS 





Change on Change 





1955 1956 latest on 
Nov Sept Oct Nov month year 
Barclays: 
Advances 378.8 361.1 365.7 364.2 —- 1.5 — 14.6 
% 26.0 26.35 26.4 26.7 
Investments 456.0 470.1 475.0 475.0 — +19.0 
% 32.0 34.6 34.3 34.8 
Lloyds: 
Advances 333.5 341.0 336.2 340.7 4.5 - 7.2 
% 25.3 30.1 29.3 
Investments 393.0 365.7 366.4 373.3 6.9 —19.7 
% 29.9 32.3 32.0 2.4 
Midland: 
Advances 400.6 395.0 405.8 411.0 5.2 10.4 
% 27.1 29.0 28.9 
Investments 462.3 402.1 411.9 411.9 -— — 50.4 
% - 31.3 29.5 29.3 
National Provincial: 
Advances 271.5 249.1 251.9 251.3 — 0.6 — 20.2 
% ri Pe 32.7 32.8 33.1 
Investments 226.0 221.0 221.2 221.0 — 0.2 — 5.0 
N 26.4 29.0 28.9 
Westminster: 
Advances 251.5 245.6 242.1 248 .9 + 6.8 —- 2.6 
% 26.6 30.5 29.6 30.3 
Investments 257.4 242.6 242.6 242.6 — — 14.8 
% Z7.2 30.1 29.6 29.6 
District: 
Advances 66.3 64.3 65.5 68 . 4 2.9 + 2.1 
% 23.0 28 . 3 28.4 29.1 
Investments 70.6 72.8 72.8 72.8 — L 2.2 
% 24.5 32.1 31.5 31.0 
Martins: 
Advances 95.6 87.7 85.3 85.5 0.2 —10.1 
% 29.5 .2 27.8 
Investments 87.4 85.4 89.2 89.2 — + 1.8 
% - ne 27.0 28.4 30.4 
Eleven Clearing Banks: 
Advances ; 1,913.5 1,859.6 1,862.4 1,881.9 19.5 — 31.6 
a 4 27.3 29.7 29.2 
Investments 2,038.1 1,946.9 1,967.2 1,975.2 7.9 —62.9 
% 29.1 31.1 30.9 
Trend of Bank Liquidity* 
1955 1956 
Mar June Sept Oct Nov Dec Mar June Sept Oc Nov 
% % % % % % % % % % % 
Barclays 28.8 30.3 34.7 36.3 36.2 37.9 34.5 34.7 36.6 36.4 35.5 
Lloyds 31.1 30.6 33.2 33.4 34.2 34.4 32.3 33.1 34.6 35.4 34.4 
Midland 30.1 29.1 31.9 32.2 35.0 38.2 31.8 32.6 39.2 38.8 38.2 
National Prov 30.7 32.3 35.8 33.6 35.0 38.6 31.3 33.3 36.3 36.2 35.4 
Westminster.. 29.7 28.1 32.0 32.6 34.3 36.3 33.1 31.3 36.9 37.6 37.1 
District 31.5 @.8 33.7 4.9 D.3 F.9 37.8 2.8 2t.9 Beis Bee 
Martins ; 28.5 31.6 34.6 35.6 35.1 39.8 33.3 39.3 39.5 39.9 39.3 
All Clearing 
Banks 29.9 30.1 33.5 33.8 35.0 37.4 33.1 33.5 36.9 37.1 36.4 


* Cash, call money and bills shown as percentage of gross deposits. 
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Averages 
of Months: 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 


1931 
1932 
1933 
1934 
1935 
1936 
1936 
1937 
1938 


1939 
1940 
1941 
1942 
1943 
1944 
1945 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1951: 
Oct 
Nov 
1955: 
Nov 
1956: 
Aug 
Sept 
Oct 
Nov 


* Ten clearing banks for 1921-35, thereafter elev 
+ Ratios to gross deposits, i.e. including items in course of collection. 


Ways and Means Advances: 


Net 


Deposits 


{mn 
1,759 
1,727 
1,628 
1,618 
1,610 
1,615 
1,661 
1,711 
1,745 
1,751 


1,715 
1,748 
1,909 
1,834 
1,951 
2,088 
2,160 
2,225 
2,218 


2,181 
2,419 
2,863 
3,159 
3,554 
4,022 
4,551 


4,932 
5,463 
5,713 
5,772 
5,811 
5,931 
5,856 
6,024 
6,239 
6,184 


5,981 
5,973 


6,112 


6,008 
6,042 
6,115 
6,088 


Bank of England 
Public Departments 


Treasury Bills: 


Tender 
Tap 


Liquid 
Assets Ratiot 
{mn % 
680 38 
658 37 
581 35 
545 33 
539 32 
532 32 
553 32 
584 33 
568 32 
596 33 
560 32 
611 34 
668 34 
576 31 
623 31 
692 32 
713 32 
683 30 
672 30 
648 29 
785 31 
676 23 
712 22 
723 20 
788 19 
886 19 
1,280 25 
1,646 29 
1,703 29 
1,920 32 
2,345 39 
2,308 38 
2,097 34 
2,201 35 
2,190 34 
2,098 33 
2,423 39.1 
1,981 32.0 
2,241 35.0 
2,240 35.6 
2,315 36.9 
2,365 37.1 
2,310 36.4 


TDRs 


1,387 
1,811 


1,492 
1,308 
1,284 


177 
108 





Dec 17, 


1955 

{mn 
2.0 

237.7 


3,530.0 
1,992.4 


5,762.1 


Floating Debt 


Nov 24, 
1956 
{mn 

0.7 
239.6 
3,610.0 

1,265.9 


5,116.2 
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Banking Trends since World War I* 


Invest- 
ments 
{mn 

325 
391 
356 
341 
286 
265 
254 
254 
257 
258 
301 
348 
537 
560 
615 
614 
643 


1,975 


Dec 1, 
1956 


{mn 


1.0 


227.3 


3,630.0 
1,276.5 


5,134.8 


Advances 
{mn 
$33 
750 
761 
808 
856 
892 
928 
948 
991 
962 


919 
844 


1,822 
1,838 
1,731 
1,804 
2,019 


1,897 
1,925 


1,914 


1,930 
1,860 
1,862 
1,882 


Dec 8, 
1956 
{mn 

2.0 
208.5 


3,620.0 
1,340.9 


5,171.4 


Combined 
Ratiot 
oO 
o 


60.7 


for italicized line for 1936. 


Dec 15, 
1956 


{mn 
200. 2 


3,610.0 
1,343.7 


5,153.9 


_____ 
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National Savings 


(£ mns: Receipts into Exchequer) 
Savings Total 

Certi- Defence Savings Premium Total Accrued Defence Remain- 

ficates Bonds Small Interest Bond ing In- 

(net) (net) (net) Maturity vested* 

1952-53 .. +20.8 -11.3 -122.1 —-45.5 6,020.9 

1953-54 .. , + 0.3 : - 60.0 —38.4 6,008.7 

1954-55 .. +50.0 +89.5 ,; 16.0 6,126.2 

1955-56 .. +-63 .3 ~ 32.7 -49.0 6,119.0 
1955-56 

April-Oct +10.5 +40.6 —- 23.5 , —20.2 6,126.0 

November + 2.0 + 9,7 ' - §.1 — 7.8 6,131.0 
1956-57 

April-Oct +34.7 4+ 6.1 -— -+- 33.8 2. —30.4 6,151.0 

November +11.7 —- 3.9 + ; 40.0 51.1 — 1.7 6,201.7 


* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 





Britain’s Gold and Dollar Reserves 
(Millions of US dollars) 


Net Gold and Dollar 
Surplus (+) or Deficit (—) Financed by: 
Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters EPU* Other or can in 
Areas Deficit Aid Reserves 
1946.. oo — 908 —- + 220 2696 
1947.. oo — $131 — 2079 
1948.. ooo - 1710 682 1856 
1949.. oo — 1532 1196 1688 
1950.. .. + 14 + 805 762 3300 
1951.. .. 112 —- 988 199 2335 
1952.. sa 736 428 1846 
1953.. ‘- : 546 307 2518 
1954.. + 492 152 2762 
1955.. ‘a 575 114 2120 


1955: 








I ia 144 49 2667 
ie 32 45 2680 
oe 345, 10 2345 
eee - 54 10 2120 


1956: 


I jee + 140 57 2277 
April as + 47 + 51 2328 
May i“ + + 38 + 41 2369 
June 1a + 14 + 16 2385 


a ee ————— —_+-—— 


II ‘ + + 99 + 108 2385 


—_——__———_— —_——_ —— ee 


July es + + 11 + 20 2405 
August ei —- 119 |4 —- 129 2276 
September .. —- 128 t + 177 + 52 2328 


III - —- 236 d + 156 - 37 


__-— —_—_— —_—_————_ -—_ _-_- 


October <_< - —- 91 ~- — 84 

November .. — 28 - 285 — 313 + 30 — 279 

* Portion of deficit or surplus settled in gold (in month following each accounting period). 

+ Payments comprise annual service charges on the US and Canadian loans in each 
December from 1951 to 1955; also, initial payment of $99 mns on funding of EPU debt ana 
repayment of $112 mns to IMF in 1954, and further $7 mns on EPU funding in July, 
1955; and $14 mns to IFC in August last. Credits comprised $4,909 mns in 1946 from 
US and Canadian loans; $420 mns from IMF in 1947-49; $325 mns from S. African gold 
loan of 1948; $177 mns from sale of Trinidad oil company in September, 1956; and $30 
mns from sale of US Govt bonds in November. 
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BANGKOK BANK LIMITED 


Head Office: 9 PLAPPLACHAI, BANGKOK, THAILAND 


nai : eee Codes Used: 
Telegraphic Addi wg Peterson Code 3rd Ed. 
* BANKOKBANK A BC 6th Ed. 


Private Codes 


RESOURCES OVER BAHT 450,000,000 


For Complete International Banking Service 


DEPOSIT ACCOUNT . LETTERS OF CREDIT 
REMITTANCES ' COLLECTIONS ' ACCEPTANCE 
FINANCING : DISCOUNTS . CREDIT INFORMATION 


The services of our Foreign Department are at your disposal to assist you 
in connection with any business you may wish to transact with Thailand 























Cuih Suit: 
Foreign Trade ‘nail 
offers complete banking service for any business 
in Western Germany 
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26 « Ufallindamm, Sb amliry, 7 


Cable: BANKSUELTZ Telex: 021-1904 
Telephone: 32 23 86 Code: Peterson's 3rd Ed. 
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THE OLDEST INSURANCE 
OFFICE IN THE WORLD 


is prepared to undertake all 
the duties usually entrusted to 


EXECUTORS & TRUSTEES 


at reasonable rates. 
Booklet on application to: 
Head Office: 63 Threadneedle Street, E.C.2 


Branches in all important Towns. 
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BANK OF CEYLON 





An Eventful Year 





Foreign Aid without Political Strings welcomed 





Mr. H. V. Perera on new Government’s Objectives 





of Ceylon was held on December 29 
at Colombo. 

The following is an extract from the state- 
ment by the Chairman, Mr. H. V. Perera, 
Q.C., on the report and accounts for the year 
ended September 30, 1956: 

Since I addressed you last year in December 
we have witnessed many events of political 
and economic significance both at home and 
abroad. In the international sphere political 
events both in the Middle East and Europe 
have threatened to disrupt world peace; but 
the United Nations Organization has success- 
fully demonstrated that, backed by moral force, 
it is possible to ensure that the rights of every 
nation, big or small, are recognized. 

Political tension over the Suez Canal dispute 
followed by military action has interfered to a 
considerable extent with international trade and 
commerce. It is hoped that before long normal 
conditions will be restored. 

Ceylon was admitted early this year to mem- 
bership of the United Nations Organization. 
I have no doubt that Ceylon will make its due 
contribution towards furthering the aims and 
objectives of this great organization. 

In our own country a new Government with 
a new political, economic and social programme 
came into power in April, 1956—a Government 
which has among its objectives, non-alignment 
with power blocs and the rapid development of 
a socialistic pattern of society. 

Shortly after the new Government assumed 
office, certain disturbances took place in the 
country, but I am sure that it is well within the 
capacity of our Prime Minister, the Hon. Mr. 
S. W. R. D. Bandaranaike, to restore harmony 
in this small country which cannot afford to 
allow its development to be retarded by com- 
munal differences. I hope that these differ- 
ences will soon disappear as the country grows 
towards political maturity and economic 
stability. 

In the field of economic activity it is gratifying 
to note the grant of 5,000,000 dollars in eco- 
nomic aid by the United States of America out 
of its foreign aid appropriations for 1955-56. 
This, together with Colombo Plan aid, will 
greatly assist Our economic progress and pro- 
vide additional finance for schemes of develop- 
ment already being planned by our Govern- 
ment. Our Prime Minister has stated that 
foreign aid without political strings, from 
whatever country it is offered, would be most 
welcome and I am certain that, in the absence 


sks annual general meeting of the Bank 


of a sufficient rate of capital accumulation in 
our country, foreign assistance will provide a 
useful and much needed source of finance for 
economic development. 


Tea 


This year average prices of tea sold in 
Colombo have not shown the wide fluctuations 
experienced in 1955. ‘The steadier conditions 
are welcome in that they are conducive to 
expansion of trade and contribute to the 
stability of the industry, but crop forecasts in 
North India for the next few months seem to 
indicate that annual production will be well 
ahead of last year and that world supplies will 
be in excess of world demand. A _ world 
shortage of good-quality high grown tea has in 
the course of the year benefited producers of tea 
at high elevations, but growers in the low- 
country districts have had to bear a substantial 
drop in their sale prices. In the light of these con- 
ditions the renewal of the international tea 
agreement would appear to be desirable to give 
market confidence and to provide safeguards 
for the growers of tea, especially in low- 
country areas which appear to be most vul- 


/nerable to fluctuations in market prices. 


The ownership of some tea lands in Ceylon 
has recently been passing to a few Ceylonese 
speculators who, thinking more of their imme- 
diate personal gain than of the economic size 
of the tea estate, have broken up estates with 
results which would prove disastrous for the 
industry if carried out on a large scale. ‘This 
fragmentation does not augur well for the 
future of Ceylon’s chief industry, and prompt 
action on the part of the Government to protect 
this industry is a vital necessity. 


The subject of replanting has not received 
sufficient attention, and progress, if any, has 
been tardy. Replanting has already been 
undertaken in India and it is likely that a 
centrally organized replanting scheme will soon 
be put into operation in that country. If we 
are not to be confronted with the prospect of 
competition from low-cost tea from Indian 
estates it is essential that we modernize our tea 
gardens and replant old areas in_ contour 
system by vegetative propagation. If owners 
will not voluntarily undertake these responsi- 
bilities, provision should be made by Govern- 
ment to make it obligatory for them to do so, 
If necessary Government should levy a replant- 
ing cess on exports and give all assistance in 
framing, co-ordinating and implementing a 
replanting scheme. 
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Rubber 


Rubber has lived up to its reputation for 
elasticity in price and in the course of the 
year market values have registered many 
fluctuations which have been caused chiefly by 
political events and by reversals in the fortunes 
of the motor industry. As usual, the synthetic 
bogy appeared from time to time in various 
forms. Production of synthetic rubber has 
been increasing in the United States and else- 
where to meet increasing world demand for 
rubber, while production of natural rubber has 
been lower than last year and still lags behind 
consumption. In the context of the rapidly 
increasing demand for rubber which has been 
forecast for the next few years, the prospects 
for the synthetic material are obviously bright. 
With the advance in scientific processes and the 
production of a more “ natural’’ form of syn- 
thetic rubber, competition between natural and 
synthetic tends to hinge more and more on the 
price factor, and consequently producers of 
natural rubber should concentrate on effecting 
a reduction rather than an increase in the price 
of their product. The development of syn- 
thetic rubber in consuming countries makes it 
imperative for the producer of natural rubber 
to rationalize his industry so as to make it 
competitive in world markets. 


Coconut Products 


World production and per capita consump- 
tion of fats and oils in 1956 are likely to be 
slightly higher than in 1955, but world exports 
are estimated to remain more or less unchanged. 
World exports of copra and coconut oil are 
expected to be slightly higher than in 1955, but 
the annual figures of Ceylon’s share of these 
exports, when they are finally known, will 
probably reflect the decline in coconut pro- 
duction caused by the recent drought. Prices 
on average have not, however, shown much 
change in comparison with last year and foreign 
demand for our produce has continued to be 
satisfactory. 

Competition from synthetic detergents still 
looms large both abroad and at home, but, as 
I have said on previous occasions, the future of 
our coconut oil lies rather in its use for the 
manufacture of margarine and cooking fats 
than as a raw material in tHe production of soap. 


External Trade 


The declining income from our exports, 
chiefly tea, and the increased expenditure on 
larger, and sometimes more expensive, imports 
have necessarily reduced the balance of trade in 
our favour in comparison with the record 
results achieved last year. An examination of 
the composition of our exports and imports 
reveals that the three main export commodities 
still account for about 90 per cent of our total 
exports and that expenditure on imports of 
food forms about 40 per cent of total import 
expenditure. It has been said before, but it 
will bear saying again, that a diversification in 
the composition of our exports and less reliance 
on foreign countries for essential items of food 
are highly desirable. 

The United Kingdom remains our most 
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important trading partner in the field of both 
exports and imports, while India, China, 
Burma and the United States are also prominent 
in our trading transactions. Our trade with 
the dollar area continues to give us a fair 
balance in our favour and our exports to China 
have increased substantially. It is not the 
intention of the Government that Ceylon should 
practise a rigid conservatism in our trade 
relations, and the diversification of the existing 
pattern of trade to cover the Communist bloc 
of countries will spread our external trade over 
a wider field. 


Bank of Ceylon 


During the year the Development Finance 
Corporation of Ceylon commenced business. 
There is no doubt that with the necessary 
initiative this new Corporation can be a power- 
ful instrument in filling the gap which exists 
to-day in the provision of finance for the 
development of our economy. It is with this 
expectation that your Board decided to make a 
substantial contribution to the share capital of 
this Corporation. 

The total deposits of ail commercial banks 
rose during the year under review from Rs. 891 
millions to Rs. 1,028 millions, an increase of 
15.4 per cent. During the same period the 
total deposits of your bank rose from about 
Rs. 367 millions to about Rs. 439 millions, an 
increase of 19.6 per cent. Of the deposits 
which figure in our Balance Sheet as at 
September 30, 1956, there was a certain volume 
of hot deposits in our books which could 
reasonably be expected to be withdrawn during 
the current year. After making allowance for 
these hot deposits, your bank continues to 
control over one-third of all commercial bank 
deposits of the country. I think you will agree 
that this is a very satisfactory position. 

Cash on hand and Balances with Banks rose 
from Rs. 92.5 millions to Rs. 122.5 millions. 
The percentage of Cash to total deposits is 
thus 27.9 ‘The percentage of Cash, Treasury 
Bills, Loans Receivable at Call and Money at 
Short Notice to total deposits is 37.2; and if 
Trade Bills and Investments maturing within 
one year are included the percentage is 45.8. 

The net profits of the Bank are slightly 
higher on balance than a year ago, in spite of 
increasing overhead charges and the heavier 
burden of taxation. An interim dividend of 
74 per cent was paid on June 1, 1956, and your 
Directors are recommending payment of a 
final dividend of 74 per cent, making a total 
of 15 per cent for the year. 

During the year your Directors authorized 
the transfer of Rs. 800,000 from the Inner 
Reserves to Other Free General Reserves. It 
is recommended that a further sum of Rs. 
350,000 be transferred to this account from 
current profits, and the account will then stand 
at Rs. 4,500,000. You will observe, therefore, 
that as against a paid-up capital of Rs. 4,500,000 
we have free published reserves aggregating 
Rs. 10,500,000 in addition to substantial free 
inner reserves. It is the intention of your 
Directors to continue to strengthen the reserve 
structure of the Bank. 

The report and accounts were adopted. 
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AN ASSURANCE 
OF SAFETY 
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se entrusted to 
England Building Society is quite free 
Substantial 


HUN 


from any risk of depreciation. 


mortgage holdings, carefully selected and 


judiciously distributed, afford an exceptional | 


degree of security toinvestors and depositors, 
while an attractive, regular return without 
liability to income tax is assured. 


Paid-up £25 shares are issued at any time, 
to the maximum individual holding of 
£5,000. Interest payable half-yearly on ' 

31st May and 30th November. 

As from October Ist interest 

rates are increased as follows: 


SHARE INTEREST 334% 
DEPOSIT INTEREST 3% 


Income tax paid by the Society 


ASSETS EXCEED £9,750,000 
RESERVES £460,000 


A copy of the latest balance sheet, with form of, | 


application, will be sent on request 


CHURCH OF ENGLAND 
BUILDING SOCIETY 


6 & 7, New Bridge Street, London, E.C.4 


Telephone: FLEet Street 8455 Incorporated 1882 


DIRECTORATE : 
CHAIRMAN: J. Gordon Elsworthy, F.R.I.C.S., F.A1., 
F.R.San J. 


DEPUTY CHAIRMAN : S. Vvyvian Hicks, P.P.RI.C.S. 
FAT. 


B. Christian Briant, M.B.E., M.A., F.R.1.C.S., F.A J. 
Charles Geen H. Pearce Gould 
Elliott W. Jackson, L.R.1.B.A. 
Geoffrey G. Rogers, T.D., F.R.A.C.S., F.A.1. 
SECRETARY: William Cook, F.B.S. 
ASSISTANT SECRETARY : James Groves, F.B.S. 


Regional Offices: 


BOURNEMOUTH, 1149 Christchurch Road, Boscombe 
TUNBRIDGE WELLS, 87 Mount Pleasant Road 
NOTTINGHAM, 13 Park Row 
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the Church of | 


GUARDIAN 


ASSURANCE COMPANY 
LIMITED 
(Established 1821) 
Attractive terms tor 
all classes of Life Assurance 
and Pensions. 


New and highly competitive 


rates for 
Without-Profits Policies. 
e 


Head Office: 
68 King William St., London, E.C.4 
Telephone Number: MINcing Lane 2555 

















P.N.B. 


your bank link 
in India 


With 336 offices spread over 
India and agency arrangements 
in world commercial centres, 
The Punjab National Bank Ltd. 
places its experience and 
equipment at your service. 


WORKING FUNDS EXCEED 
Rs. 128 CRORES 


Chairman - ~- Shri S. P. Jain 


THE PUNJAB NATIONAL 
BANK LIMITED 


Head Office: Delhi 


Sixtyone Years Strong In Service 


y R. L. Tuli — Offtng. General Manager 
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BARCLAYS BANK D.C.O. 





Further Progress 





Mr. J. S. Crossley’s Statement 





HE 31st ordinary general meeting of 
Barclays Bank D.C.O. was held on Dec- 
ember 28 in London. 

The following is an extract from the statement 
by the Chairman, Mr. J. S. Cross.ey, circulated 
with the report and accounts for the year to 
September 30, 1956:— 

This Bank operates under its own Act of 
Parliament—The Colonial Bank Act of 1925. 
In terms ot the Act the authorised capital is 
limited to £15,000,000. ‘The paid-up capital 
today is £12,932,250, and £15,000,000 therefore 
leaves little margin should it become necessary 
at any time in the future to issue fresh capital. 
Your directors, with this in mind, have felt that 
we should approach Parliament by means of an 
amending bill to obtain authority to increase the 
Bank’s authorised capital from £15,000,000 to 
£30,000,000. 

Accordingly a bill has been prepared and was 
deposited in Parliament on 27th November. At 
an extraordinary general meeting following 
immediately after the annual general meeting on 
28th December you will be asked to approve it. 
Although we are asking you to approve this bill 
there is no intention in the immediate future of 
an issue of shares. 

During the vear, a further milestone in our 
history was reached when on the 15th May, at 
Kapsabet, ‘“‘ the place of the porcupine,’’ in the 
Highlands of Kenya, the one thousandth branch 
of the Bank was opened. By an odd coincidence 
the opening date fell on the 119th anniversary of 
the opening by the Colonial Bank of its first 
branch in Jamaica. Since 15th May, 43 more 
offices have been opened, making a total for the 
12 months period of 110 new offices, 26 of them 
being full branches, 14 sub-branches, and 70 
agencies; four agencies were closed during the 
period. 


Increased Deposits 


Our balance-sheet figufes when compared 
with those for a year ago show an increase In 
deposits, together with a small reduction in ad- 
vances. ‘The major changes, however, took 
place only during the last few months of our 
accounting year. On 31st March, at half time, 
our advances to customers were actually sub- 
stantially higher than at the beginning of the 
period, while our customers’ deposits with us 
showed practically no change. Our average 
lendings taken over the whole period were sub- 
stantially higher than in the previous year. This 
factor, taken together with the higher rates of 
interest earned on treasury bills and short term 
funds, accounted for an increase in revenue 
which more than offset the further increase in 
expenses which we have once more had to meet 
and the additional taxation costs, due to increases 
in the rate of profits tax. The final result shows 
that the net profit, after tax, amounts to 


£1,261,189, or an increase of £109,088. 


x lx 


In future years, I hope we shall be able to 
provide you with an approximate profit figure 
each half year at the time of the declaration of 
the interim dividend. This will be for us quite 
a new departure, and it will, I think, be obvious 
to you that the half-yearly figure will not neces- 
sarily prove a reliable guide to the figure for the 
full year. ‘The rapid changes in the figures, 
such as, for example, those that have occurred 
during the last few months of this year, can have 
a material effect on the Bank’s earnings. Our 
half-yearly figures are, as vou know, unaudited 
and the figure given should only be considered 
as approximate. 


Capital for Overseas 

We are frequently asked by our overseas 
friends why it is that capital should be so hard 
to raise on the London market at the present 
time. It is often a source of keen disappoint- 
ment to us to hear of sound projects originating 
overseas which are either unable to find money, 
or can only do so at rates which would impose 
too heavy a burden on the undertaking. Some- 
times this may lead to the complete abandon- 
ment of the project in question; alternatively 
the money may be raised in some other financial 
centre. In neither event can the outcome be 
considered satisfactory, from the point of view 
of this country. This is not to say that there is 
anything wrong with the idea of bringing foreign 
capital in to develop the countries of the Com- 
monwealth. ‘There is indeed much to be said 
for it so long as the terms are reasonable and so 
long as they are not framed in such a way as to 
impose too heavy a strain on the borrower; so 
long also as there are not conditions attached 
which might have as their object the diversion 
of orders elsewhere, which, in other circum- 
stances, would unquestionably have come to 
this country. The point which needs emphasis 
at the present time 1s that the amount that we,in 
this country, are able to spare for the purpose of 
overseas investment is pitifully inadequate. It 
is inadequate, broadly speaking, because we, as 
a nation, are spending too much of our income 
on ourselves and saving too little for essential 
development; too little even to provide ade- 
quately for renewals and replacements. Com- 
pared with the scale of overseas investment 
which we were able to afford in earlier times, 
the margin we have in hand for development in 
overseas territories is trivial. It is out of all 
proportion to the much greater requirements of 
today. 

If the London market, as the financial centre 
of the sterling area, cannot in the future play its 
full part as a banker, then serious consequences 
will inevitably follow. For it is an essential 
part of the business of a banker to be a lender as 
well as a repository of funds. Just as a banker 
has to be guided by this principle, so does a 
nation which seeks to play the role of banker to 
other nations. 














Guides for vour 





travelling customers 


If any of your customers are going to visit Australia or New Zealand, 


you can render an additional service by giving them the relative A.N.Z. 


Bank Guides. These conveniently-sized publications deal individually with 


manv of the principal cities* and each contains (in addition to maps and 
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street plans) information which your customers cannot fail to find helpful. 
You can obtain supplies of all A.N.Z. Bank Guides to Australia and New 


Zealand on request. 
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AUSTRALIA AND NEW ZEALAND BANK LTD. 





Satisfactory Result of Year’s Operations 





HE annual general meeting of 
Australia and New Zealand Bank Limited 
will be held on January 9 in London. 
The following are extracts from the state- 
ment by the chairman, The Hon. Sir Geoffrey 


C. Gibbs, K.C.M.G., circulated with the 
report and accounts: 
Australia 


Rapid national development continues in 
Australia, and the past year has been one of 
buoyant business conditions accompanied by 
full employment and a high level of investment. 
The difficulties arising from an adverse balance 
of overseas payments, a high rate of private and 
public expenditure, and the reappearance of 
inflation, to which I made reference ‘last year, 
were accentuated in the current period. As a 
result, the resurgence of inflationary forces has 
been the dominant feature of the Australian 
economic scene during 1956. 

One of the most encouraging features of 
Australia’s economy in recent years has been 
the substantial capital imports, estimated to 
total nearly £A150 millions during 1955-56. 
Most of this inflow was on private account. 
Overseas borrowing on account of public 
authorities during the year, including drawings 
under loans made by the International Bank for 
Reconstruction and Development, amounted to 
some £.A30 millions. 

Advances of the major trading banks declined 
by £A44 millions between September, 1955, 
and September, 1956, compared with an in- 
crease of £A88 millions in the preceding 12 
months. Deposits declined by £A11 millions 
in the same period, compared with small 
increases of £A9.5 millions in the preceding 
12 months and £A87 millions between Septem- 
ber, 1953, and September, 1954. 


New Zealand 

Considerable progress in reducing infla- 
tionary pressures and in restraining excess 
demand for imports was made in New Zealand 
in the year under review, and the greater 
stability of prices and wages achieved in the 
previous year was maintained. Trade and 
business conditions, nevertheless, remained 
very active, and capital expenditure reached 
new record levels. There is cause for satis- 
faction that greater stability has been achieved 
without reversion to a greater measure of direct 
controls, but care is necessary to ensure that 
restrictive credit policies are not pushed too far. 

Overseas assets of the New Zealand banking 
system were reduced to an uncomfortably low 
figure last December by the high level of im- 
ports which followed the removal of exchange 
control upon imports at the end of 1954, and 
by additional requirements to finance meat 
and dairy exports following the reversion to 
free marketing. "These assets made a good 
seasonal recovery in the first half of 1956, and, 
at the end of September, were at about the 
same level as they had been twelve months 
previously. In response to more restrained 
demand, 


private imports were running at a 


li 


rather lower level, although the reduction was 
not so great as had been hoped for. 


Accounts 

The significant improvement in our liquidity 
position, when compared with last year, is 
reflected by an overall increase of £A9 millions 
in the aggregate of the first four items on the 
Assets side of the Balance Sheet. Investments 
show an increase of £{A4 millions, but the 
restriction in Advances which has been imposed 
in line with Central Bank policy has brought a 
reduction of £A20 millions in Loans and Ad- 
vances to Customers, and it is unfortunate that 
we have to direct some of our energies to the 
unprofitable task of reducing this asset item. 
During the year under review import restric- 
tions have taken effect as indicated by decreases 
in Bills Receivable and Remittances in Transit 
and Liabilities of Customers for Acceptances 
and on Confirmed Credits. Our Bank Premises 
figure has gone up by £A1 million as we con- 
tinue our branch extension, but as I mentioned 
last year we are, in response to the Australian 
Prime Miunister’s appeal, slowing down our 
expenditure under this head for the time being. 

On the liabilities side we show a reduction 
of £A11}$ millions in Current, Deposit and 
Other Accounts, although fortunately this is 
more than offset by the amount of the broadly 
comparable item Depositors’ Balances and Other 
Accounts in the Australia and New Zealand 
Savings Bank Accounts. 


The profit (after taxation and_ transfers 
to contingencies accounts) amounts _ to 
£A1,005,909. Your Directors have felt justi- 


fied in recommending a final dividend for the 
year of 8 per cent. less tax, which, together 
with the interim dividend of 4 per cent. already 
paid, enables us to maintain last year’s increased 
distribution of 12 per cent. less tax. We think 
there is no little cause for satisfaction in the 
year’s results, especially in view of the con- 
siderable increases in expenses, in particular 
the salary increases in Australia and New 
Zealand which are due largely to award 
increments. 

At the time of writing this statement it is 
even more difficult than usual to forecast the 
trend of profits during the current year, owing 
to the crisis in the Middle East. We can only 
hope that a satisfactory solution may be found 
to this issue and that there may be laid the 
foundations of a lasting peace in that area 
which is so vital to this country, Australia and 
New Zealand. 

Savings Bank 

A wholly-owned subsidiary company was 
registered to operate a savings bank under the 
name of Australia and New Zealand Savings 
Bank Limited, repayment of deposits being 
guaranteed by the parent company. The 
response since the opening of the Savings Bank 
in January, 1956, is very gratifying. At the end of 
September last total deposits were £ A22 millions 
spread over some 135,000 accounts and satis- 
factory progress continues. 
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UNITED COMMERCIAL BANK 
a of Members is limited) 


2 ROYAL EXCHANGE PLACE, CALCUTTA 
London Office: 
12 NICHOLAS LANE, E.C.4 


7 
G. D. BIRLA, Esq., Chairman 
AUTHORISED CAPITAL ............ Rs. 80,000,000 
SUBSCRIBED CAPITAL ............ Rs. 40,000,000 
bn occ ve bonicwes ca Rs. 20,000,000 
I RD gg ccc ce es cesecees Rs. 9,500,000 
* 


With Branches at the leading centres of Industry and Commerce in India, Pakistan, Malaya 
Burma and Hongkong, The United Commercial Bank is well equipped to serve oe 
Commercial Institutions and individuals carrying on business with the East or intending 


to open connections there. S. T. SADASIVAN, General Manager 






























































THE NATIONAL BANK OF SCOTLAND 








Larger Profits 





Lord Rowallan’s Speech 





the Proprietors of The National Bank of 
Scotland Limited was held in the Head 
Office on December 20. 

The Right Hon. Lord Rowallan, K.B.E., 
M.C., T.D., D.L., the Governor, in the course 
of his speech said: Although still short of the 
record 1954 figures, the totals of the Balance 
Sheet now submitted show an encouraging 
increase on those of last year. Doubtless part 
of this can be attributed to the creeping inflation 
that unfortunately still continues, but on the 
other hand there have been some notable addi- 
tions to the Bank’s business, and these are 
partly reflected in the Deposits which, at 
£106,600,000, are higher by £1,300,000. 

Notes in circulation have gone up by no less 
than £1,000,000 to a new record of £12,900,000, 
and here again we have evidence of increased 
business. "To set against these liabilities to 
the public totalling nearly £120,000,000, we 
had cash resources of £48,000,000, representing 
a liquidity ratio of 40 per cent. which, although 
very full in more normal times, is nevertheless, 
as I am sure you will agree, desirable in these 
uncertain days. 
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Advances 

Advances to customers and Bills Discounted 
together came to £24,700,000. ‘This figure, 
which is practically identical with that for 1955, 
might at first glance suggest there had been 
some slackening in the policy of Credit Restric- 
tion, but that is not the case. You will recall 
that a year ago I indicated that because of 
future lending commitments it might be diffh- 
cult to hold the whole ef the reduction in 
advances then seen, and the fact that we have 
been able to meet these commitments and to 
undertake fresh ones, equally justifiable in the 
national interest, is the measure of our success 
otherwise in trimming our sails to the economic 
winds. 


British Government Securities 

[Investments in British Government Securities 
at just over £51,000,000 show little change on 
the year, but due to causes of which you are 
all too well aware, the depreciation has increased 
and now stands at nearly £3,700,000. ‘That is 
a tormidable sum, but since all these invest- 
ments have fixed maturity dates, the majority 
falling due within ten years, it is still a reason- 
able assumption that the whole depreciation 
will be recovered in due time and in the 
ordinary course of business. In arriving at 
this figure, no transfers have been made during 
the vear, either from Inner Reserves or from 


Profits, to write down the book value of the 
securities. The other major item in_ the 
Balance Sheet relates to Acceptances, Endorse- 
ments, Guarantees and other Obligations, 
which again show some expansion at £6,200,000. 


Dividend Maintained 

The Profits at £343,000 are £7,000 higher 
than last year. It is proposed that Dividends 
should be repeated on the same basis as for 
1955, and the other allocations from Profits 
are £125,000 to the Contingent Fund and 
£90,000 to.the ‘Trustees for the Officers’ 
Pension Fund, the increased allocation for 
Pensions being designed to meet the additional 
liability for past service resting on the Fund 
through successive salary increases. ‘The carry 
forward of £136,000 shows a modest increase. 


Financial Situation 

Last year, I said that however unpleasant the 
consequences might be this Bank would do its 
best to apply the policy of Credit Restriction, 
not because we hked that policy, but because 
we regarded it as an essential part of the 
various measures designed to bring the country 
back on to an even economic keel. We can, 
I think, reasonably claim that we have honoured 
our promise, and a glance at the Advances 
figures published quarterly by the British 
Bankers’ Association suggests that our banking 
friends on both sides of the Border can probably 
say the same. 

What, however, of undertakings given in 
other quarters ? For example, has the Govern- 
ment drastically cut its own spending, which 
is by far the biggest single factor having a 
direct bearing on the country’s economic 
health ? We know it is easy for Governments 
to find reasons for failing to prune expenditure 
exactly as planned, and we are fully aware of 
the fact that additional outlays, undreamed of 
a year ago, have had to be faced, but we think 
there is still room for economy: and economy, 
particularly in public expenditure, is what, 
more than anything, this country needs. 

Again, last year I suggested that our people 
had developed the habit of expecting a standard 
of living not always justified by national pro- 
duction. Is there any evidence even yet of a 
proper appreciation of the fact that a country’s 
real wealth consists, not in wages and salaries 
paid, but in the goods and services produced ? 
I personally take leave to doubt it, and my 
views are supported by the new wages claims 
recently granted and still pending. 

The report and accounts were adopted. 
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THE : BANK OF BERMUDA, LTD. 


HAMILTON 





St. George's 


CAPITAL £125,000 
TOTAL RESERVES £337,520 
TOTAL RESOURCES £8,760,197 
Real Estate Division 


Somerset 








Complete Banking and Trust Facilities 
Sole Depository of the Imperial Government in Bermuda 










































tn all walks of life 
i a aa have need of a banking account. 
Encourage customers to save by loaning 
them a P.P.J. Book-type Home Safe. These 
smart, good-looking money-boxes have a 
slot for coins and a circular aperture for 
notes. Customers find it easy to put away 
those small amounts, which soon accumulate 
a worth-while sum, for deposit at intervals. 
Available with your name and house mark 
+; embossed on _ the 
| cover. P.P.J. Safes 

are an excellent adver- 
, tising medium and 
: prove a constant 





















inducement to _ save. 



















i Please write for 
samples and prices 
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ENGLISH, SCOTTISH & AUSTRALIAN BANK, 


LTD. 





Action to Curb Inflation 





The Hon. David F. Brand’s Review 





The English, Scottish & Australian Bank, 

Ltd., was held on December 5 in London, 
Tue Hon. Davin F. BRAND, chairman, pre- 
siding. 

The following are extracts from his review 
circulated with the report and accounts for the 
year ended June 30, 1956:— 

Increased Interest Rates 


The Commonwealth Government introduced 
a supplementary budget, in March last, designed 
to reduce the volume of money and restrain 
demand generally. ‘The correctives took the 
form of increased company taxation, excise duty 
and sales tax: these measures were subsequently 
confirmed in the annual budget brought down 
in August. As a counter-inflationary measure 
the Central Bank permitted an increase in the 
maximum interest rate chargeable on bank over- 
drafts, subject to the average increase being not 
more than 4 per cent. per annum. It seems 
doubtful if such a moderate rise is having any 
appreciable effect in achieving its avowed pur- 
pose—a lessening of the demand for bank ad- 
vances. Any possible increase in the bank’s 
revenue arising from this interest adjustment 
was substantially neutralised by the Central 
Bank’s decision, taken at the same time, to 
reduce the rate of interest allowed to the banks 
on their Special Accounts from ? per cent. to } 
per cent. per annum. 

It might be inferred from this action that the 
Authorities were expressing in advance little 
confidence in the likely effectiveness of the 
modest increase in interest rates for bank over- 
drafts to suppress demand for accommodation 
from the banks. The somewhat anomalous 
position remains that, in general, borrowing on 
overdraft is the cheapest source of finance in 
Australia. ® 
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The Bank’s Affairs 

The Banking System was requested by the 
Central Bank to play its part in the general re- 
striction of Credit by ensuring that fresh or 
increased accommodation was granted only for 
purposes considered to be in the national inter- 
est and in particular not to grant new accommo- 
dation of any magnitude for capital expenditure 
or the financing of imports. In the prevailing 
circumstances bank advances generally were 
lower over the year, including those of our own 
Bank. 

Due principally to the fall in overseas funds, 
deposits of the Trading Banks fell by some £50 
million during the year; our own total showed 
little variation. 


Greater Liquidity 


The net release of funds from Special 
Accounts enabled the liquidity of the Banking 





System to remain at about the same level in 
June, 1956, as it was in June, 1955. Our own 
Bank’s liquidity increased during the vear due 
to the factors referred to above and to the for- 
mation of our wholly-owned subsidiary com- 
pany, Esanda Limited, which raised outside 
funds by offering to the public an issue of de- 
bentures at the current rates, for varying terms 
up to ten years. ‘The issue was most successful 
and you will see in the annexed balance sheet of 
Esanda Limited a total of £A3,155,800 out- 
standing at balance sheet date. The more liquid 
condition of the Bank is evidenced in the balance 
sheet by our increased holding of Australian 
Government securities. 

I have referred in general to the inflationary 
conditions in the Australian economy and our 
Profit and Loss Account reflects this trend, 
showing increased gross revenue and, once again, 
a substantial rise in the costs of operating the 
Bank. 

The net profit for the year, after transfer to 
Contingencies Reserve, was £307,746, which is 
£6,613 less than the figure for 1954/55. The 
sum of £45,000 was again appropriated to the 
Officers’ Provident Fund, and an interim divi- 
dend was paid on 31st May last at the rate of 2s. 
per share, costing £57,500 after deduction of 
United Kingdom Income Tax at the rate of 
8s. 6d. in the £. 


Simplification of Capital 


Shareholders at 29th June last will have re- 
ceived my Memorandum of that date announc- 
ing the Board’s intention of increasing the 
Bank’s capital and at the same time achieving a 
simpler capital structure by calling up the un- 
paid portion of the issued capital. The calls, 
each of {1 per share, were made payable on 23rd 
July, 1956, and 24th September, 1956, and I am 
pleased to record that nearly all the funds are 
now in hand. 

The proposal to subdivide the shares into £1 
units is dependent upon all shares being fully 
paid. Steps will be taken to achieve this as soon 
as possible and the Board will thereafter give 
effect to the plan of sub-division. 

In my Memorandum [| stated that in the ab- 
sence of unforeseen circumstances it was the 
intention of your Directors to recommend for 
payment in December next a final dividend for 
the year to 30th June, 1956, of 1s. 3d. (less tax) 
per {1 of paid-up share capital and this has now 
been done. If the Board’s recommendation is 
approved in General Meeting the cost of the final 
dividend will be £179,420 leaving an unappro- 
priated balance of £25,826 which will increase 
the a forward into next year’s accounts to 
£483,866. 

The report and accounts were unanimously 
adopted. 











CREDIT LYONNAIS 


(Limited Liability Compeny Incorporated in France) 


orice. 40, LOMBARD STREET, E.C.3 


WEST END BRANCH: 


25/27, CHARLES Il STREET, HAYMARKET, S.W.I 


Private safes for rental at this office 





Travellers’ Cheques issued in French Francs payable at all branches of 
the Bank in France and the French Franc Area 





ALL BANKING TRANSACTIONS 





BRANCHES IN EGYPT AND THE SUDAN, NORTH AFRICA, 
FRENCH WEST AFRICA, AND IN SYRIA 





AFFILIATIONS IN BRAZIL, LEBANON, PERU, PORTUGAL, REUNION ISLAND 
AND VENEZUELA 





Central Office: PARIS Head Office: LYONS 











BANCA TOSCANA 


ESTABLISHED 1904 
HEAD OFFICE’: FLORENCE 
1446 BRANCHES THROUGHOUT TUSCANY 
* 
Paid up Capital Lit.500,000,000 Reserve Funds Lit.867,902,203 
* 
A COMPLETE BANKING SERVICE 











Che Bank of BarodaLtd 


INVITES WOU TO USE ITS SERVICES for your business 


OFFICES AT WITH CAPITAL 
BOMBAY - CALCUTTA « MADRAS - DELHI! AUTHORISED - Rs 24000000 


AND AT ALL IMPORTANT TOWNS IN INDIA 
aad aie Tiina INDIA SUBSCRIBED - Rs 20000000 
- MOMBASA - NAIROBI PAID UP - Rs 10000000 


KAMPALA 
DAR-ES-SALAAM RESERVES - Rs 12800000 


M. G. PARIKH, Bombay Manager N. M. CHOKSHI, Gen. Manager 











